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Here is a primary market in government securities 
where, under normal market conditions, you get a 
direct and immediate bid or offering, and split- 
second trading. Our Government Bond Department 
at The First National Bank of Chicago gives you 
all the advantages of modern communications, 
streamlined methods, and more than 90 years 
of experience in handling bonds — whether your 
trade is in thousands or millions ! 


We carry a substantial position in treasury bills, 
notes, and other government issues in which banks 
and corporations are principally interested. 


The officers of our Government Bond Depart- 
ment are unusually well equipped — in both expe- 
rience and facilities — to assist you and corporation 
executives with investment programs. As evidence 
of the wide scope of our operations, during the 
past year we had transactions in each of the twelve 
Federal Reserve Districts. 


All of the services of the Department are at 
your disposal. Contact us by telephone, teletype, 





Wecnceene 


Call Chicago LD 92, 93, 155 or 313 
for split-second trading 


in Governments ! 


or telegraph —at our expense. For direct connec- 
tion, use these numbers: Long Distance 92, 93, 


155, 313. Teletype CG 987. 


Take advantage of all the services we offer to 
correspondent banks. In addition to our Govern- 
ment Bond Department, these include . . . 


Municipal Bonds « Complete Clearing and Collection Service 
Rapid Router Service + Complete Foreign Banking Service 
Loan Participation * Travelers Checks + Operational Pro- 
cedure Surveys + Assistance in Handling New Types of 
Loans + Wire Transfers + Safekeeping Service * Bank 
Remodeling and Modernization + Public Relations and 
Advertising + Credit Information +* Correspondent Con- 
ferences * Assistance in Special Events 
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husts AND ESTATES is not to be considered as 
'dorsing the views advocated in signed articles. 


Cover Picture . .. Secretariat (left), General 
Assembly and Meetings Halls buildings of 
the United Nations headquarters, focus of 
world attention, particularly as the wider 
issues of the Korean truce are debated in 
the coming weeks. The American Bridge 
Division of United States Steel Co. fabri- 
cated and erected 35,000 tons of structural 
steel for these buildings which used other 
steel products including 200 tons of pipe 
and 260 miles of wire and cable . . . The 
buildings occupy an $8.5 million site, partly 
donated by John D. Rockefeller, Jr. An esti- 
mated $31 million worth of land, water 
rights, easements and surrounding improve- 
ments was contributed by New York City, 
and Congress authorized an interest-free $65 
million loan for construction ... U. S. 
Steel, which produced approximately two- 
thirds of the country’s steel in 1901, has 
zrown greatly in a half-century, but so 
have competitors like Bethlehem, Republic, 
Jones & Laughlin, National, Inland, Youngs- 
town and Armco, with the result that today 
U. S. Steel’s output represents only about 
one-third of the national total. 
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Publicity on Estates 


The accompanying editorial was pub- 
lished in the Pittsburg (Kan.) Sun. We 
were a little bit at a loss to know how 
to take it, but it would seem that the 
editor had something of merit. On the 
other hand the admitting of a will to 
probate and administration work are all 
in the public records. I guess in the 
last analysis a fellow just has to use 


| his head. 


Herbert W. Hallman, 
Cashier & Trust Officer 


The First State Bank 
Pittsburg, Kan. 


“The Lyons News hammers at the 
practice of publishing news reports on 
the value of estates .. . The critic says 
it cannot support the idea that stories 
of estates should be published. A man 
is not asked when he is living how much 
money he has in his pocket or in the 
bank or how much his credit is worth 
or how much property he owns. These 
things are, the News says, none of the 
business of others. So why should not 
the same system apply when a man is 
gone. . 


“There is a good deal of common 
sense in this more or less shop talk 
offering of the News. The fact is that 
most newspapers do not pry into the 
private affairs of the dead unless there 
has been a bequest to the public or to 
organizations or to charitable causes or 
to persons outside the family. There are 
exceptions, of course. The newspapers 
owe it to the public to present the facts 
to which the public is entitled. . . Very 
frequently in connection with the death 
of a prominent person or someone who 
is unique in his community, the distribu- 
tion of an estate is a matter of legitimate 
public interest, regardless of the status 
of heirs or beneficiaries. 


“Another point that must not be over- 
looked is that the public grabs 
quickly at many subjects for gossip. 
Ridiculous and fantastic ‘stories are 
passed by word of mouth on all sorts of 
subjects. . . It is up to the newspaper 
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to present the facts and eliminate hurt- 
ful gossip or, at least, annoying tales 
that are told. The proper presentation 
in the matter of estates that challenge 
public interest is necessary to ‘close 
the estate,’ to use a legal term involving 
the handling of estates.” 


Ep. Note: Our thoughts on this and 
and related matters are, coincidentally, 
expressed in this month’s editorial 
“Keep It Confidential . . .” which 
appears on the page opposite. 


COUNTRY CORRESPONDENCE 


The following letter was delivered 
to us because the only address was: 


“Tew Neffew Oscar 
keer uf Truss Peeple 
Nu York” 


Since Oscar seems to need some 
looking after we agreed to take care 
of his mail and somehow he talked 
us into publishing this correspondence 
as he said it would help him with his 
corespondence course, and besides ad- 
vertising men are very hard to find 
in the trust business. —Editor’s Note 








* 





Deer Neffew Oscar: 


I receed yore kard cumin frum the 
Black Angus an dew knot no y it is 
yew or eatin vittles in a place witch 
is sew named wen yew no down heah in 
Texas, we uns r razzin onny wite fazed 
hurfords witch is the onney beef fittin 
tew to put enside a man’s bellie. 


Dew knot unnerstan y yew r gittin 
all mix up with truss peeple at 1 of 
them convictions at Wall Dorf Bordin 
Howse. If yew got tew sea truss peeple 
cooden yew fine moor of them at a 
cheeper eatin howz. 


Comes tew me now sum unnerstaning 
y yew wood see truss peeple if yew 
are tryin tew sell them hog _ rootin 
goobers of yoren since this is wot them 
peeple is mossly hanlin wen they r doin 
no avvertizin. 

Yore ever lovin 
Unkel Fud 
Shelton’s Lair, Tenn. 
(March 1953) 


My pitcher heer wuz tuk by maw on 


wun uv my bizzy daze. 


Dear Uncle Fud— 


The reasin I aint wrote you before 
is acount I had too compleet my educat- 


* 


Directory of 


INSTITUTIONAL INVESTORS 


FOR THE FIRST TIME, a compilation of the major institutional 
investors of the United States and Canada: 


Trust Departments 


Insurance Companies (Life, Fire, Casualty) 


Mutual Funds 


Foundations 
Commercial and Savings Banks 


* Lists name of officer in charge of investments, total of assets under 
administration, and portfolio composition im many instances. 


* Trust department listings include officers in charge of Department e 
Pensions e Corporate Trusts e New Business e Common Trust Funds 


* Other Valuable Data: Rights of Non-resident Trust Companies 
Investment Powers in Each State 
Bibliography of Investment Articles 


Spiral plastic binding adds to ease of reference 


Ready Soon 


PRICE: $10 (postpaid if check accompanies order) 
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50 E. 42nd St. 


556 





PUBLISHERS, INC. 
New York 17, N. Y. 





sion furst. so i coud spel good. i was 
reel lucky when I furst come to New 
York i got a job at the Black angus — 
like you heerd frum me — moppin the 
dishs and wipin the flor. I done know 
whut you meen about white faced (not 
WITE fazed) Hurfords being so sov- 
peerier they look the same as Angus 
when theys fried. 


you waz maybe looking fore some 
money frum me but i knowed you (not 
YEW) wood ruther I got a good lerning 
furst so i have spent a lot on goin 
to a colledge what is run by a nice 
cityman i met and already I hav a Dee- 
gree. He seyz if i pay anuther hundred 
dollars i can hav, annuther Deegree. 
The one I got now is fore spelling and 
you can see how impertent edducatsion 
is. frum now smart i spel. 


at furst there was sum peeple that 
think i waz a hick but they got too get 
up erly in the dew too katch Oscar 
nappin. Like when one of them Trust 
(yore spellin is terrible, it aint Truss) 
peopel at the Black Angus sed I looked 
like a good yung man an woodent i 
like a Common trust fund. “Not me, 
sed i, nuthing common is good enough 
for yore couzin Oscar.” That waz tellin 
him. Waz i smart... he diden leve not 
so neer big a tip as the flashy guys 
whot cum in heer from Brooklin and 
Lost Aangles and Texas. 


i allmost fergot to ask about cousin 
Wille — did you evir get him outa the 
well? and who putt him in? he waz 
allways to spry fore me. Uncel I shure 
wisht you had mor educatsion sos you 
coud spel like me. unles you got it i 
dont think you better cume fore that 
visit you waz plannin when yore goobers 
get ripe. Keep riting me heer becuz i 
am studding to be a addvertizing man. 
The Trust peopel nead one bad and why 
not yore loving nepfew 


Osear | 


New York City 
(July ’53) 


P.S. i got took for a pictur witch i 
will show you in my nex letter . 
When you rite dont chau yore tebbacer 
so hard it makes yore letter hard to 
reed. 
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Keep It Confidential ... 


more than we suspect, is not being placed with corpo- 

rate fiduciaries because many people have the impres- 
sion that their estate or trust account will be an open book to 
any number of clerks, secretaries and bookkeepers as well 
as officers and directors of the bank. Many people do not 
like to have these rather personal matters made “public”; 
quite rightly they feel that “trustworthiness” should include 
confidential treatment of their assets and beneficiaries. Yet 
in quite a number of trust departments we have found that 
the records carrying the names and personal data of ac- 
counts are not only handed around among those working 
on the account but to committee or board members as well. 


() "re A BIT OF POTENTIAL TRUST BUSINESS. PROBABLY 


There is no need for this — confidential affairs can be 
recorded by assigning a number to the acount for working 
and review purposes, and the anonymity may be desirable 
in keeping personalities from affecting judgment. Where 
knowledge of the individuals concerned is necessary, it can 
be disclosed personally. 


The desire of prominent estate owners, and possibly even 
more of trustors, for privacy in financial and family affairs 
appears to be of particular importance in smaller communi- 
ties, where members of the bank staff may, innocently 
enough, make comments which turn on the eossip-faucets 
right in the home town of the beneficiaries. Few like to live 
ina gold-fish bowl, so the business often goes to amateurs 
or out of town. 


It is a peculiar anachronism that a trustman will be 
adamantly silent when a newspaperman calls about a newly- 
, probated will — which is a matter of public record — but 


| will feel entirely free of responsibility for keeping the whole 


record from the view of anybody in the bank. In the case 


| of wills, he might do a real service in seeing that the right 
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Investment Advisory Committee 


business in the non-metropolitan trust department. The 


light is thrown on matters in question, even that some 
points be omitted from publicity where there is no true 
public concern. Or he might give background material to 
the reporter on charitable and civic works of the testator 
which deserve citation. 


In the days when a trust department consisted of one 
or a few trust officials and their several well-initiated aides, 
the confidential nature of the fiduciary relationship was 
absorbed as a matter of course. But with rapid growth 
and turnover of personnel, this cannot be taken for granted. 
Even the manuals for new employees issued by the larger 
banks do not always make this point or explain its purposes. 
A staff meeting would be a logical place to discuss the 
subject. Everyone in the bank should have a better under- 
standing of the confidential relationship for many from 
other departments may be called to work on an estate or 
trust. Such meetings also offer an opportunity to explain 
why numbers are used for accounts. There is a rather popu- 
lar delusion that banks are cold-blooded and “an account 
is just a number to them.” This can be turned to good ad- 
vantage simply by explaining — by word of mouth or 
advertising — that it is done to protect those concerned. 
Moreover, it impresses an employee — or director — to 
realize the care that is taken to keep proper confidences. 


This matter of privacy applies also to the personal contacts 
in the planning and consulting stages. A prospect or cus- 
tomer should not be exposed to the audience of strangers 
that often surrounds the working space of the trust officer. 
Some trust departments are not conducive to an heir-condi- 
tioned discussion by sensitive souls. If a conference room 
is not available, a nearby secretary or associate may be 
temporarily removable, or a re-arrangement of the furni- 
ture may be in order. 


There is much of human interest, of civic or public value 
or newsworthiness, that can and should be told. Discretion 
of the account executive or department head will indicate 
which is in the private, which in the public domain, or 
those concerned can be contacted where the issue merits. 
Many testators and trustors, and their beneficiaries, are 
properly proud of their fortunes and dispositions; many 
of their creations deserve wide publicity, and where it is 
advantageous to both customers and trustee, every coopera- 
tion should be extended to the Press. But the presumption 
should be that except for such information as is publicly 
recorded or patently of public concern, the confidential 
nature of the relationship should be preserved. 


for Smaller Trust Departments 


HE LACK OF TRAINED INVESTMENT OFFICERS AND ANA- 
lysts has been perhaps the major handicap to building 
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department with only one or two officers has difficulty gain- 
ing the confidence of people of means who recognize the 





people have a greater opportunity here, but an inventory of 
most communities will generally disclose an impressive roster 







































































importance of investment decisions. This fact has probably of successful and knowledgable men who have time as well § D 
been the main reason that so many trust institutions have as talent to serve, on an honorarium basis, on an Advisory | 
limited their new business efforts to estate appointments, to Committee concerned with trust investment matters. : | 
° ° ° ° ° ec 

the exclusion of immediate fee-paying business. The provision of adequate basic analytical materials, with shin 
Three developments of relatively recent vintage have a financially trained retiree as chairman, could enable a §),,<i 
served, in most communities, to provide a solution to this committee of this sort to bring many years of varied experi. ploye 
dilemma and to bring to any well-managed trust depart- ence to bear on the investment cautions and opportunities. J pone! 
ment a combination of experience and basic material hith- Confidential matters could be kept anonymous, for review large 
erto unavailable outside the larger centers. First of these purposes, either by numbered accounts or by use of the f 
is the development of several qualified organizations which Common Trust Fund. Many communities now deprived of Pi 
make available, on a moderate-cost basis, not only statistical able investment protection — including investment admini- § “© 
data and “ratings,” but security, industry and portfolio stration of pension trusts — would benefit from the full § &?™ 
analyses that provide the groundwork for exercise of judg- scope of trust services through the creation of such com. § 
ment locally. mittees, carefully selected (for a short term at first) and § °P' 
The second is adoption of the Common Trust Fund by supported by the cooperation of the bank’s officials. my 

smaller banks, which permits the maintenance of an invest- A A A ™ 

ment list that can be readily and economically managed. : ; Th 
Cost studies show that such Funds are profitable, for non- Economics Primer ing t 
metropolitan areas at least, when as little as a quarter to a A program to spread knowledge of basic free enterprise § US¢ 
half-million dollars can be put in from approximately fifty economics through planned, locally-operated study groups, — struc 
trust accounts. The better diversification and facility of inaugurated by the Chamber of Commerce of the United § 2 gro 
review afford better results to both trustee and beneficiary. States, has already won the acceptance of 35 adult groups, — Plan 
The third link in the chain of investment protection can The Chamber's staff of economists prepared 17 pamphlets j 2 0or 
be forged from the creation of an Investment Advisory known as the Economics Primer, presenting economics not ff ‘lov 
Committee, composed of men of business and financial ex- as a cure-all for problems but as a way of breaking down a #1. 
perience who either have had wide contacts in their local P roblem Be Ss COPOREEN. PON and 7s help to stating & of th 
businesses or bring them to the community when they retire convincingly the implications of choices. At last report ff sive 
from active jobs in other centers. Many recently retired 2,100 sets of the Primer have been sold. 2. 
executives have matured and alert abilities that they would Three of the 35 groups at work are in universities and § ment 
enjoy putting to good use. Areas which have attracted retired one is sponsored by The General Electric Co. hefor 
i 3. 
| for t] 
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Employee Benefit Plan 
for Small Businesses 
Developed by Mutual Life 


A new kind of employee benefit plan, 
called “Module Multiprotection,” has 
been especially designed to help small 
business concerns provide their em- 
ployees with insurance and pension 
benefits comparable to those offered in 
larger companies. 


Pioneered by The Mutual Life Insur- 
ance Co. of New York, the Module pro- 
gram has already been purchased by an 
automobile sales agency, an agricultural 
cooperative, a printing company, a real 
estate firm, a furniture manufacturer 
and two banks. 


The plan is called “Module,” accord- 
ing to President Louis W. Dawson, be- 
cause the final product can be con- 
structed, in various combination, from 
agroup of standard basic elements. The 
Plan can provide in a single contract 
acomplete line of benefits including the 
folowing: 


1. Life insurance which, at the death 
of the employee before retirement, can 
give his beneficiary a cash payment. 


2. A monthly income plus a cash pay- 
ment for widows of employees who die 
before retirement. 


3. A monthly income after retirement 
for the employee himself. 


4. Liberal benefits if the employee 


_leaves the firm before retirement age. 


5. Benefits in case of accident or 


sickness. 


6. Integration of supplemental Mo- 
dule benefits with Social Security and 
existing insurance. 


The plan has these further advantages 
for small business men: 


a. Employees can enter the plan up 
to age 70. 


b, As the amount of coverage and 
number of persons covered in- 
crease, lower premium rates per 
unit reduce the cost. 


c. Family income benefits and family 
hospital benefits are available to 
married men. 


A A A 


Kansas Trust Earnings 


Gross current operating earnings from 


ttust departments of Kansas state banks 


and trust companies amounted to $61.- 
344 for the year 1952, according to the 
tecently published annual report of 
State Bank Commissioner E. T. Beck. 
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A.B.A. Publishes Manual of 
Public Relations Tools 


A new 48-page manual, Public Rela- 
tions Opportunities and Tools, has been 
published by the Public Relations 
Council of the American Bankers Asso- 
ciation. The book describes in one vol- 
ume all the various public relations 
services, publications and other tools 
that the Association can provide to 
assist in setting up or expanding a pub- 
lic relations program. It discusses the 
goals and methods of good public rela- 
tions and then takes up one by one the 
Association departments directly con- 
cerned, including a detailed description 
of printed material obtainable from 
each. 


The section on Trusts describes three 
publications—the Trust Bulletin, Trust 
Principles and Policies, and Staff Rela- 
tions with Trust Customers. It tells also 
of the 15 Committees of the Trust Divi- 
sion, and especially those four which 
function particularly in the public rela- 
tions field. These are the Committees 
on Relations with the Bar, with Life 
Underwriters, with Supervisory Author- 
ities, and the Committee on Trust In- 


formation. 
A A A 


Massachusetts, Maine Trust 
Assets Up 


The June 30, 1953, statement of the 
Massachusetts Commissioner of Banks, 
covering all 44 trust companies in the 
Commonwealth, shows aggregate assets 
of $1,698,445,000 as compared with 
$1,604,937,.000 on June 30, 1952. The 
proportion of the various types of assets 
was little changed from a year ago. 
Stocks accounted for 48.94% of the 
portfolio in comparison with 49.66% in 
1952, and bonds were 44.50% of total 
assets this year compared to 43.36% 
a year ago. Within the bond segment, 
United States Government, State and 
Municipal bonds dropped from 33.60% 
in 1952 to 32.76% this year, while other 
bonds rose from 9.76% to 11.74%. 


Twenty-three trust departments in 
Maine trust companies had assets under 
administration of $34,159,524 as of 
June 30, 1952, compared with $33,535,- 
175 the year before, according to the 
report of the State’s Bank Commis- 
sioner. Eight of these institutions had 
trust assets of more than a million dol- 
lars, with only two exceeding $5 million 
and one $10 million. 


Reported gross earnings of 30 trust 
companies rose from $138,861 in 1950 
to $145,067 in 1951, a gain of 4.5%. 





“Rapid Remmie” wooing “Carrie — the 
Trustee,” or John Remington, executive vice 
president, and Arthur S. Carruthers, as- 
sistant vice president and assistant trust 
officer of Lincoln Rochester (N. Y.) Trust 
Co., providing part of the fun at the em- 


association Annual Spring Party 
in May. 


ployees 


Trustees for the ““Poor’’ Man 


The rapid development of the com- 
mon trust fund idea in the past fifteen 
years was summarized in the June 27 
issue of Business Week under the title 
“Big League Trustees for ‘Poor’ Man.” 
The article is accompanied by a bar 
chart of asset growth (now over a billion 
dollars) based on national figures fur- 
nished by Trusts AND EsTaTEs. 


Only bona fide fiduciary accounts 
may participate, the author explains, 
and the common fund is strictly for 
situations where “trustee services are 
desired. It does not compete with open- 
end mutual funds that offer investment 
opportunities rather than estate man- 
agement.” 


“The main feature — and the big 
reason — behind the growth of com- 
mon trust funds is the trusteeship 
angle,” this article states. explaining 
that the beneficiary of a trust may be 
its creator, or persons he names during 
his life, as well as named beneficiaries 
after his death. Even the owner of a 
small estate can obtain the same kind 
of personal trust service — with invest- 
ment management — that once was 
available only to men with wealth run- 
ning into six figures. “You'll hear more 
about commingled trust funds,” the 
writer concludes, “as the idea spreads 
to more small banks.” 
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Divorce Property Settlements 


THEIR ESTATE AND GIFT TAX CONSEQUENCES 


y iger IDEA THAT A HUSBAND MAKES A 
gift to his wife by a property 
settlement in excess of the value of her 
right to support on their divorce or 
legal separation is surprising. The idea 
that the value of such a settlement can 
thereafter become a part of his estate 
on his death is equally difficult to com- 
prehend. Yet such property has been 
taxed as a “gift” under the Federal Gift 
Tax provisions of the Internal Revenue 
Code and has been included in his gross 
estate subject to the Federal Estate Tax.’ 


Congress, however, did not intend in 
enacting the Federal Estate and Gift 
Taxes to make property settlements on 
divorce or legal separation generally 
subject to either of these two taxes. This 
conclusion is based on the wording of 
the applicable statutes and the declara- 
tion of Congressional intent at the time 
of enacting them. The latest decision of 
the Supreme Court of the United States 
on the subject in Harris v. Comm.” may 
be the beginning of a trend of judicial 
interpretation of the law that will event- 
ually declare such settlements not to be 
taxable in accordance with this statu- 
tory wording and manifested intent. 
To understand how property settle- 
ments on divorce or legal separation 
can be subject to the Estate and Gift 
Taxes and why they should not be 
requires some background. 


Legislative Background 


Property transferred inter vivos un- 
der conditions described in Section 811 
of the Code is included in the trans- 
ferror’s taxable estate unless he re- 
ceived property in exchange for the 
transfer. The property received takes 
the place of the property transferred. 
The estate on death and the tax thereon 
are not thereby materially decreased. 
The typical instance of such a trans- 
fer is a sale of part of the estate before 
the vendor’s death. Congress did not 
intend that the Estate Tax be imposed 


1The Bureau of Internal Revenue recognizes that 
property settlements for support are not taxable. 
E.T. 19, 1946-2 Cum. Bull. 166 (1946). 


2340 U.S. 106, 71 S. Ct. 181 (1950). 
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upon such property, even if transferred 
in any of the ways described in Section 
8ll(c), (d), and other subsections. 
Therefore no property so transferred 
will be included in the taxable gross 
estate if sold “for an adequate and full 
consideration in money or money’s 
worth.” 


The decedent might have made a 
contract to transfer his property, but 
died before he executed it. This promise 
results in a claim against his estate, 
which, if allowed, will reduce it by the 
amount of the property transferred to 
satisfy the claim. Congress did not in- 
tend that property taken away from the 
estate in this way be subject to the 
Estate Tax. Therefore Section 812(b) 
permits the gross taxable estate to be 
reduced by the amount of claims against 
it “allowed by the laws of the jurisdic- 
tion, under which the estate is 
being administered, . . .” To prevent 
the decedent from reducing his estate 
tax by making testamentary gifts in the 
form of “claims” deductible from his 
gross estate, however, the following 
provision is included in Section 812(b) : 


“The deduction herein allowed in 
the case of claims against the estate, 

. , or any indebtedness shall, when 
founded upon a promise or agreement, 
be limited to the extent that they 
were contracted bona fide and for an 
adequate and full consideration in 
money or money’s worth; cus 


(italics supplied). 







Estate and Gift Tax liability for marital 
property settlements on divorce or legal 
separation depends upon proper inter- 
pretation of this wording in italics. 







Reduction of Estate by Marital 
Settlements 






An example of the way in which the 
taxable estate could be reduced, in the 
absence of those provisions here quoted 
on the requirements for adequate and 
full consideration in money or money’s 
worth, is a contract between spouses 
affecting their marital property rights. 
This potential Estate Tax avoidance is 
illustrated when a husband in consider- 
ation of marriage or during marriage 
promises to convey one third of his 
property to his wife or intended wife 
for release of her marital property 
rights in his estate on his death. This is 
a transfer of property for a considera- 
tion. Then, even if he died soon after 
the transfer and the Commissioner 
treated it as a substitute for a testamen- 
tary disposition under Section 811, his 
executor or administrator would claim 
that the property so transferred was 
not taxable because it was a sale “for 
an adequate and full consideration in 
money or money’s worth.” Further- 
more, if the husband died before he 
had executed the agreement, his widow 
would file a claim against his estate, 
which upon allowance under Section 
812(b) would reduce the taxable gross 
estate to the extent of the value of the 
property promised to her. 



























Anticipating this situation, Congress 
early limited exclusions and deductions 
from the taxable gross estate to sales 
and claims only when supported by “an 
adequate and full consideration im 
money or money’s worth.”? A_ few 
courts held, however, that a transfer of 
property to the wife in consideration of 
release of her marital property rights 
was a sale “for a fair consideration in 
money or money’s worth,” as the stat: 




























3Sections 302 and 303(a) (1) of the Revenue Act 
of 1926. 
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ute read before 1926.4 Under this rea- 
soning the widow’s claim based upon the 
decedent’s promise or agreement to 
transfer property to her in return for 
such a release would likewise have been 


Fdeductible from his gross estate. 


When Congress was considering the 


I Revenue Act of 1932, it recognized that 


the then applicable Revenue Act of 
1926 required the value of the interest 
of the surviving spouse in the estate 
of the decedent spouse to be included 
in the gross estate. Then if the value of 
uch an interest constituted considera- 
ion in whole or in part for an other- 
wise taxable transfer or for a claim 
illowable as a deduction from the gross 
estate, the effect produced would amount 
0 a subversion of the legislative intent.® 
Therefore Section 804 of the Revenue 
Act of 1932 was enacted to read: 


“For the purposes of this title (now 
‘subchapter’ pertaining to the Estate 
Tax), a relinquishment or promised 
relinquishment of dower, curtesy, or 
of a statutory estate created in lieu 
of dower or curtesy, or of other 
marital rights in the decedent’s pro- 
perty or estate, shall not be consid- 
ered to any extent a consideration 
‘in money or money’s worth’.” 


Thus any attempt of spouses by contract 
io reduce the taxable gross estate of the 
irst to die by excluding therefrom that 
property representing the marital pro- 
yerty rights of the surviving spouse was 
electively precluded by this statutory 
wording, which now appears as the last 
entence of Section 812(b) of the Code. 


Gift Tax Loophole Closed 


In reviving the Gift Tax in the same 
Revenue Act of 1932, Congress realized 
that donors could avoid this tax by 
claiming that their gifts were “sales” 
if the donee in form gave some con- 
sideration in return for the transfer to 
him. To prevent this, Section 503 (now 
Section 1002 of the Code) was enacted 
lo read: 


“Where property is transferred for 
less than an adequate and full con- 
sideration in money or money’s worth, 
then the amount by which the value 
of the property exceeded the value of 
the consideration shall, for the purpose 
of the tax imposed by this title (now 
‘chapter’ pertaining to the Gift Tax), 
be deemed a gift, and shall be in- 
cluded in computing the amount of 
gifts made during the calendar year.” 


‘Ferguson v. Dickson, 300 Fed. 961 (C.C.A. 3, 
1924), cert. denied, 266 U.S. 628, 45 S.Ct. 126 
(1924); MeCaughn v. Carver, 19 F. (2d) 126 
woA. 3, 1927); Stubblefield v. United States, 6 
- Supp. 440 (Ct. Cls., 1934). 


“House Report No. 708, 72nd Congress Ist Ses- 
‘lon, March 8, 1932, and Senate Report No. 665, 
md Congress Ist Session, May 9, 1932, 1939-1 
Part 2) Cum. Bull. 457, 491, 496, 532, 533 (1939). 
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The last sentence of Section 812(b), 
denying that release of marital property 
rights is “adequate and full considera- 
tion in money or money’s worth,” is 
the legal basis for the rule that marital 
property settlements not followed by 
divorce or legal separation are subject 
to the Gift Tax. This result required 
judicial interpretation of Section 1002 
of the Code, which nowhere specifically 
states that release of marital property 
rights is not adequate and full consid- 
eation in money or money’s worth, as 
does Section 812(b). This interpreta- 
tion is found in Merrill v. Fahs.® 

Here a husband made a property 
settlement on his wife on marriage in 
return for release of all rights in his 
property except support. The Supreme 
Court read the prohibition of the last 
sentence of Section 812(b) into Section 
1002 such that release of marital pro- 
perty rights was not adequate and full 
consideration in money or money’s 
worth to support his transfer of the 
property to his wife and so the transfer 
was a taxable gift. The basis for this 
decision is that the Gift Tax was enacted 
to tax inter vivos transfers of property 
otherwise includible in the transferor’s 
estate at his death and that therefore 


6324 U.S. 308, 65 S. Ct. 655 (1945). 
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the provisions of the Gift Tax should 
be construed in the same way as those 
similar provisions of the Estate Tax. 


These provisions of the Code are also 
the statutory basis for imposing the Gift 
Tax on marital property settlements 
followed by divorce or legal separation. 
Here one spouse in a separation agree- 
ment settles property on the other in 
contemplation of divorce or legal sepa- 
ration. This agreement is usually in 
place of the settlement that the court 
could otherwise impose upon the trans- 
ferring spouse under state law. The 
Gift Tax is imposed because the proper- 
ty is promised in the separation agree- 
ment in consideration of release of 
marital property rights of the other 
spouse. This consideration is not sufhi- 
cient under Sections 811, 812(b), and 
1002 to keep the transfer from being 
subject to either the Estate or Gift Tax. 
Liability for these taxes is correctly 
imposed only if the marital property 
settlement is “founded upon” a promise 
or agreement. 


Basis of Settlement 


The question of adequacy and fullness 
of consideration arises in determining 
whether a claim is deductible from the 
gross estate and an inter vivos transfer 
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is subject to the Gift Tax only when the 
claim or transfer is founded upon a 
promise or agreement. There are two 
kinds of obligations — those imposed 
on the obligor by his promise or agree- 
ment and those imposed upon him by 
law regardless of his wishes. 


Congress intended to permit claims 
against the estate to be deducted from 
the gross estate when founded upon an 
obligation imposed by law regardless of 
the adequacy and fullness of the con- 
sideration for the obligation. A transfer 
to one spouse of property in considera- 
tion of release of marital property 
rights on divorce or legal separation is 
generally founded upon an obligation 
imposed upon the transferor-spouse by 
state law that will be enforced by the 
decree of divorce or of separate main- 
tenance. The fact that he chooses to 
make his obligation specific in a written 
separation agreement settling property 
on the other spouse does not make the 
transfer of property in satisfaction 
thereof any the less founded upon his 
obligation imposed by law rather than 
his promise or agreement. 


This distinction between an obliga- 
tion founded upon a promise or agree- 
ment and one imposed by law was re- 
cognized by Congress when it enacted 
Section 805 of the Revenue Act of 1932. 
Release of marital property rights was 
not to be adequate and full considera- 
tion for a claim to be deductible from 
the gross estate only when the claim 
in consideration of the release was 
“founded upon a promise or agreement 

. . contracted bona fide.” This wording 
was a change from that contained in 
Section 303(a)(1) of the 1926 Act, 
where the limitation on deduction of 
claims against the gross estate was 
applicable to claims “incurred or con- 
tracted bona fide and for an adequate 
and full consideration in money or 
money's worth.” Thus in the 1932 ver- 
sion the word “incurred” was omitted 
and the words “when founded upon a 
promise or agreement” were added. The 
reports of the House Ways and Means 
and Senate Finance Committees ex- 
plained the purpose of this change in 
statutory wording as follows:* 

“The existing law might be open 
to a construction under which no 
claim against the estate would be 
deducitble unless supported by an 
‘adequate and full consideration in 
money or money’s worth,’ but the real 
intent could hardly have been to deny 
the deduction of liabilities imposed 
by law or arising out of torts, and 
the amendment whereby the require- 


7See footnote 5. 








ment of a consideration applies only 
where the liability is founded on con. 
tract is designed to clear up any 
doubt which may be thought to exist,” 







Thus a claim based upon a promise 
or agreement that compromises a tort 
claim against the decedent’s estate js 
deductible from the gross estate. Smith 
v. United States.® The question of ade. 
quacy or fullness of consideration in 
money or money’s worth for this kind 
of a claim is immaterial. Although in 
form the claim here is founded upon 
the decedent’s promise or agreement 
to compromise the tort liability, it is 
actually founded upon the tort obliga. 
tion imposed upon him by law. He 
merely liquidates the amount of his 
obligation instead of trusting the deter. 
mination of the amount thereof to the 
discretion of the court. Similarly, this 
is what the transferor-spouse does when 
he makes a promise or agreement in 
settlement under state law of the mari- 
tal property rights of the other spouse 
as part of a divorce or legal separation. 























Clear Distinction 





The distinction between a claim or 
transfer founded upon a promise or 
agreement and one founded upon an 
obligation imposed by law is nowhere 
more clearly drawn than when the court 
that grants the divorce or legal separa. 
tion decrees the terms of the marital 
property settlement that one spouse 
must make on the other. In this situa- 
tion the claim or transfer in considera- 
tion of release of the marital property 
rights of the receiving spouse is founded 
not upon the promise or agreement of 
the transferor-spouse, but upon the 
marital or family obligation imposed 
upon him by law.. 












Claims based upon such a settlement 
have been allowed as deductions from 
the gross estate for Estate Tax purposes 
since Edythe C. Young.® In following 
the line of decisions started with this 
case the Court in Fleming v. Yoke," 
stated concerning Section 804 of the 
1932 Act: 

“It is reasonable to believe that in 
enacting the limitation in questiol 
Congress intended to prevent collu- 
sive agreements between _ spouses 
whereby a dower or curtesy interest, 
or similar statutory substitute there: 
for could be excluded from gross es: 
















(Continued on page 590) 











816 F. Supp. 397 (D. Mass., 1936), affirmed 0" 
another issue per curiam in name of United State 
v. Nichols, 92 F. (2d) 704 (C.C.A. 1, 1937). 


*39 B.T.A. 230 (1939). 


1053 F. Supp. 552, 555 (N. D. W. Va., 1944) 
affirmed per curiam, 145 F. (2d) 472 (C.C.A. 
1944). 
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HE BASIC QUESTION TO BE RESOLVED 

before a businessman’s estate can be 
properly planned is whether or not the 
business interest should be sold at the 
time of his death or retained for the 
benefit of his family. Unfortunately, 
there are “estate planners” who seem 
to have the erroneous impression that 
every business interest must be sold at 
the time of death as a matter of course. 
Today there is a marked trend toward 
the retention of a business interest 
wherever it is practicable to do so rather 
than to plan for its sale. 


There are several economic reasons 
for this trend. In the past decade the 
average small business has enjoyed un- 
precedented growth. Values are higher 
because of both natural growth and in- 
flation, and surpluses are larger. Family 
income has become geared to business 
profits, and most owners recognize that 
the proceeds from the sale of the busi- 
ness, when invested, would result in 
much less income to the family unit. 
Furthermore, the problem of selling a 
valuable interest has been intensified in 
recent years for the reason that junior 
executives or other logical purchasers 
have not been in a position to accumu- 
late personal capital because of the high 
cost of living and high income tax 
structure. 


In deciding whether a business should 
be sold or retained at the time of death, 
the form and nature of the business is 
of paramount importance. Is it a sole 
proprietorship, a partnership interest or 
stock in a close corporation? Further- 
more, is the business activity of a per- 
sonal service nature or a truly commer- 
cial pursuit? Is it a one man business 
or is there a sufficient spread of manage- 
ment so that the owner’s death would 
not cause a complete disruption of 
business activities? 


Factors to Consider 


The decision to sell or. retain a busi- 
ness interest involves a complete analy- 
sis of business factors including the 
finances of the business and of the es- 
tate as well as family considerations and 





Summary of address before Detroit Life Insur- 
ance and Trust Council. 
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desires. Among these are the following: 


1. Does the individual own the 
controlling interest? If not, is own- 
ership split up in such a way that 
no one else owns the controlling inter- 
est? 

2. What effect will the. owner’s 
death have upon the management of 
the business, and will it be possible 
to provide for the continuation of 
adequate and competent management, 
either through family members or 
from other sources? 

3. Does the enterprise enjoy a rea- 
sonably safe competitive position so 
that with proper management it will 
be able to maintain the necessary 
volume of business? 


4. Will the credit position of the 
enterprise be affected by the owner’s 
death, and will it be able to maintain 
the necessary lines of credit? 


5. Does the business have a favor- 
able record for producing profits, and 
is it reasonable to expect that the 
family will derive sufficient income 
from the retained business to justify 
the investment risk involved? 


6. Does the owner have sufficient 
assets outside of the business to pay 
his debts, the costs of settling his 
estate, and death taxes? 


7. After settling the estate and 
paying the taxes, will there be a 
sufficient amount of life insurance or 
other liquid funds to provide depend- 
ents with a margin of safety should 
the business at any time be unable to 
make profits? 


When Decision Made 


It is sometimes said that one of the 
advantages of estate planning is the 
opportunity which it offers to reduce 
taxes. If the business interest is to be 
sold, however, it is obviously advantage- 
ous to sell it at the high dollar mark. 
This does not reduce taxes, but it pro- 
duces a larger net after taxes for the 
family. As a general rule. a buy and 
sell agreement is the logical way of 
planning for such sale, and where pos- 
sible the prospective buyers should 
underwrite their future financial obliga- 
tion through the purchase and owner- 
ship of life insurance on the seller’s life. 


If the business interest is to be re- 
tained, there must be ample liquidity 
for the settlement of the estate and the 













payment of taxes. Again, it may he 
imperative that new capital or additional 
capital be paid into the business or the 
estate at the time of death to stabilize 
the business during the transitional 
period which may follow the owner’s 
death. Furthermore, it may be essential 
to provide a means under the estate 
plan for the payment of income to 
family members should the business 
temporarily be unable to produce 
profits. 
















It is now possible for a corporation 
to redeem a part of its stock held by 
an estate in order to provide estate tax 
money without first having such money 
taxed as a dividend from the corpora- 
tion. If the value of the stock exceeds 
35% of the gross estate, the corporation 
may redeem so much of such stock as 
is necessary to pay all of the death 
taxes due by the estate. So long as the 
redemption of stock does not exceed the 
amount of the death taxes (both state 
and Federal) plus interest, none of the 
money will be taxed as a dividend. 












This provision is of great importance 
to persons who hope to preserve the 
major portion of their business interest 
in a close corporation for their family 
members. In such a case, however, it is 
essential to know that the corporation 
will have sufficient surplus in liquid 
form to be financially able to redeem 
the stock at the owner’s death. 














When a business interest is to be re- 
tained, it is often advisable to leave the 
interest in trust under the owner’s will 
rather than to distribute it outright to 
one or more beneficiaries. A trust offers 
the advantages of centralized control, 
and it avoids subsequent dissemination 
of the stock or business interest to mul- 
tiple beneficiaries. The income can be 
distributed in accordance with the 
family’s best interests. A trust can thus 
be used to effect income tax savings 
after the owner’s death as well as avoid- 
ing successive estate taxation upon the 
subsequent deaths of beneficiaries. 


















Coordinating Insurance, Trust 


and Will 


In most cases, life insurance is 
needed in order to provide flexibility 
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and adequate liquidity in the settlement 
of a businessman’s estate. Great care 
should be taken, however, to coordinate 
the life insurance with the general estate 
so that the insurance will be available 
to the executor. Experience has revealed 
the unfortunate results when insurance 
is purchased for the ostensible purpose 
of providing the estate with liquidity 
but is made payable to beneficiaries 
under the options. In such a case, the 
insurance is not available to the execu- 
tor, and it cannot be used for its in- 
tended purpose. 


In view of the fact that the amount 
of liquidity which will be required for 
the settlement of an estate when a busi- 
ness interest is to be retained is usually 
uncertain, the life insurance trust offers 
a practical and convenient solution. In- 
surance for liquidity purposes can be 
paid to such a trust and the trustee can 
be directed either to lend money to the 
executor or to purchase assets from the 
estate. In either case. funds are made 
available to the executor, and the estate 
can be settled with facility and a mini- 
mum of delay. Any funds not needed 
for settling the estate can remain in the 
life insurance trust for family protection. 
Such a trust can contain identical pro- 
visions with the trust under the will 
so that the two may be administered on 
a parallel basis, or if permitted under 
state law, the executor may be directed 
to distribute the residue of the estate 
to the trustee under the insurance trust 
so that thereafter only one trust will 
be in existence. 


Needless to say, the businessman 
should give careful consideration to the 
privilege of appointing an experienced 
and qualified executor, who may avoid 
many costly errors which may ensnare 
the uninitiated, and will be able to make 
decisions and effect economies which 
may save substantial sums for the fam- 
ily members. If a testamentary trust is 
incorporated in the will, the trustee 
should be given broad and flexible 
powers for the management of the busi- 
ness and other assets in order to cope 
with changing economic conditions or 
business practices. This is essential for 
both the protection of property and the 
fortification of family security. 

A A A 

Bank Profit Sharing Plan 

A profit-sharing plan for the staff of 
the Tootle-Lacy National Bank of St. 
Joseph, Mo., has been announced, sub- 
ject to approval by the Department of 
Internal Revenue. The plan will be based 


° 10% of total bank earnings before 
federal income taxes. 
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Report on Smaller 
Pension Plans 


Over 120 different methods of deter- 
mining retirement income are used in 
the 317 pension plans of smaller em- 
ployers surveyed by the Employee Bene- 
fit Plan Review, Chicago. About 36% 
of the plans provide retirement income 
by taking a percentage of the employ- 
ee’s annual pay and multiplying it by 
the number of years of service, while 
29% provide for a flat percentage of 
pay usually subject to a minimum num- 
ber of years of service. 


The survey, published in “Pension 


Plans With Less Than 100 Employees 
Participating,” also analyzes pre-retire- 
nent benefits, vesting, employee contri- 
butions, and methods of funding. 

An eight-page, pocket-size booklet 
entitled “Your Funded Pension Plan 
provides definite Guarantees” also pub- 
lished by Charles D. Spencer & Asso- 
ciates, gives the employees a_ better 
understanding of the working of such a 
Plan. It explains the amount of capital 
needed for 100% 


benefits, factors affecting costs, govern- 


funding of future 


ment supervision and guarantees to the 
employee. 


PROMPT 


Title Guaraitir, Souries 


THROUGHOUT ALL 


CHICAGO 
TITLE AND 
TRUST 
COMPANY 


111 W. Washington Street 


Chicago 2, Illinois 





INOIS| 


You may,be called upon to fa- 
cilitate a real estate deal in IIli- 
nois. When you are, it is good 
to know that you can secure 
dependable Title protection 
quickly anywhere in the State 
... through Chicago Title and 
Trust Company, its agents and 
representatives. 

A Title Guarantee Policy by 
Chicago Title and Trust Com- 
pany not only guards against 
loss, if the title as guaranteed 
is ever questioned, but also pro- 
tects against the expense and 
serious inconvenience of 
defense of the title. Our fullest 
cooperation in all matters is 
always assured. 
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Michigan Raises Limit of 
Maximum Participation in 
Common Trust Funds 


The recent revision of the Rules and 
Regulations governing common trust 
funds in Michigan, issued by Bank Com- 
missioner Maurice C. Eveland and 
effective June 30, 1953, has raised the 
maximum participation in Funds for 
Investment of Small Amounts from 
$1,200 to $3,000, and in Funds for 
General Investment from $25,000 to 
$100,000. The latter figure coincides 
with the Federal Reserve Board’s Regu- 
lation F, and is a limit applicable to 
the total investment from one account 
in all common funds operated by the 
financial institution (if there are more 
than one) including funds under Sec- 
tion 4 — Mortgage Investment Funds. 


Regarding the Mortgage Investment 
Funds, Section 4 limits the participa- 
tion of any one trust to $3,000 (form- 
erly $1,200) or 2% of the amount of 
the outstanding participations, which- 
ever is greater at the time of investment, 
but in any event it cannot exceed $10,- 


000. 


Section 5 on Reports now requires 
(1) that each institution operating a 
common trust fund must furnish the 
Commissioner with a copy of the annual 
audit report of the fund, and (2) a 
copy of the quarterly report of the 
value of the assets in such fund or funds. 


Achievements from Bar-Trust 
Cooperation Reported 


Samples of advertising from more 
than 400 trust institutions, all of which 
emphasize in one way or another the 
slogan: “Have Your Lawyer Draw Your 
Will,” have been received by the Na- 
tional Conference Group formed by the 
American Bar Association and the Trust 
Division of the American Bankers Asso- 
ciation. The purpose of the Group, 
which was formed in September, 1941, 
is to bring about friendly relations and 
avoidance of controversies and mis- 
understandings between the attorneys 
and the corporate fiduciaries. 


The educational campaign conducted 
through trust advertising in all types of 
media “is in marked contrast to the 
situation which obtained before our Na- 
tional Conference was formed” Edwin 
M. Otterbourg of the New York City Bar 
wrote in the July, 1953, American Bar 
Association Journal. Successful coopera- 
tive results of this kind are far more 
valuable to the public and to the profes- 
sion than litigations and quarrels in a 
field where important public service can 
be rendered by both groups, he said. 
The National Conference interests itself 
immediately in any complaints from 
lawyers about corporate fiduciaries or 
vice versa, since a banker is more apt 
to listen to a committee of bankers. 
and a lawyer to fellow members of the 
Bar, than either would to an outsider. 
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Century-old iron works in memorial park near St. James, Mo. administered by the 
New York Community Trust. (See accompanying story.) 
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Chicago Community Trust 
Increases Grants 


The recently issued annual report of 
the Chicago Community Trust, covering 
only ten months because of a change in 
the fiscal year, stated that charitable 
distributions of $616,983 in that period 
exceeded distributions in any previous 
full year. Divided as to services, the 
largest amount ($220,129) went for the 
benefit of children, and the next in size 
($128,136) was applied to education, 


An excellent explanatory booklet, 
covering the purposes and methods of 
the Trust, states that approprations for 
new buildings are customarily limited 
except where a donor has authorized 
the use of principal. Particular interest 
attaches to new projects which can be 
incorporated into already _ existing 
agencies. The Trust made grants of 
$17,520 for New Projects in 1952, and 
$11,000 more for Research. 


The report covers 73 different funds 
administered by the Trust and with total 
principal amounting to $11,481,516. 
Seven Chicago banks and trust com- 
panies act as trustees for the manage. 
ment of these assets. 


A A A 


New York Community Trust 
Grants Surpass 1952 Period 


Philanthropic appropriations of $412.- 
091 in the first half of this year mark 
an increase of nearly $7,000 over the 
amount disbursed by New York Com- 
munity Trust in the corresponding pe- 
riod of 1952, and bring the cumulative 
grants up to $12,327,143. Total re- 
sources of the Trust, for which fifteen 
New York and Brooklyn banks are 
trustees, are over $21 million and now 
include 103 charitable funds. 


One of these funds — the James 
Foundation — is responsible for a dedi- 
cation ceremony this summer in_ the 
little town of St. James in the Missouri 
approaches to the Ozarks (the New 
York Community Trust has beneficiar- 
ies in 90-odd communities besides New 


York). 


The occasion was in honor of the late 
Lucy Wortham James, descendent of 
the merchant and banker, Thomas 
James, who developed the Maramec Iron 
Mine in the 1820’s. Miss James’s dona- 
tion to the New York Community Trust 
has aided the people of St. James by 
construction of a community library, a 
playhouse for children, and the estab- 
lishment of a 1,600 acre wildlife refuge 
and recreational tract which includes 
the former iron mine (see photo). 
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INDUSTRY 


In 1853, when the United States Trust Company was 
chartered, changing the ownership of corporate shares was a 
time consuming process. It was necessary for the owner to 
appear in person at the office of the company whose shares he 
held, and sign a transfer in the presence of an officer. He 
usually went there to receive his dividends. As business 
structures grew larger through merger and acquisition, banks 
and trust companies were appointed transfer agents. Around 
the turn of the century a substantial volume of share transfers 
often required the services of a bank’s entire personnel. 


Today, title to millions in wealth is transferred in a few 
minutes without the presence of buyer or seller, and 
without knowing one another’s identity. 


Ownership in American industry has become so 

widespread that without the modern methods used in 

stock transfer our American system of democratic capitalism 
could not exist. This widespread ownership, by broadening 
the investor base of industry, has immeasurably 
strengthened American capitalism. 


In a trust company the investor finds the help he needs 

to develop a sound investment program. He may either 
delegate his investment responsibilities or share them. In 
administering varied fiduciary services we have over the years 
purchased the securities of more than 8,000 corporations 
and municipalities on behalf of our clients. Thus our work 
extends individual ownership and helps maintain a healthy 
and vigorous economy. If you would learn how the 
management of securities by a trust company may be applied 
to all types of invested funds, you are cordially invited 

to visit us during our 100th Anniversary year. 


United States Trust Company 


of New York 


CHARTERED 1853 


45 Wall Street, New York HAnover 2-4600 


Member of Federal Deposit Insurance Corporation 
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AN EXPERIMENT IN 


pecialized Susst romotion 


W. S. McCLANAHAN 





Assistant Vice President, Lake Shore National Bank, Chicago, [linois 


N THE WORK OF ESTATE PLANNING FOR 
I several successful physicians in the 
past few years, it occurred to me that 
here was a group of men who needed 
professional help in their financial and 
estate planning more than the average 
businessman. Most physicians have earn- 
ings higher than the average of the busi- 
ness community and they are less well- 
informed on the subjects of economics, 
finance, property, investments, and es- 
tates. 


Consequently a series of articles on 
estate planning, addressed specifically 
to physicians, were written a year ago 
and published in the “Journal of Amer- 
ican Medical Association,' the doctor’s 
own magazine, solely to inform him of 
a few of these facts which are so well- 
known to all in the estate planning 
field. The response to these articles was 
immediate. More than 700 physicians 
wrote personal letters or cards asking 
for reprints, and the number who asked 
to be referred to a competent person 
in their community, who could assist 
them in planning their estate along the 
lines suggested in the articles, indicated 
that professional men as a group had 
been neglected in our trust promotion 
programs. 

In addition, letters from trust men, 
life underwriters and home offices sug- 
gested that these articles be republished 
in pamphlet form and made available 
for distribution to professional men. 
The articles were subsequently pub- 
lished in a booklet entitled Estate Plan- 
ning for Physicians and as of this date, 
more than 50,000 copies have been pur- 
chased by trust companies and life 
underwriters, indicating a fairly wide 
distribution among the 180,000 physi- 
cians in practice today. 


Report of Experiences 


Many personal experiences reported 
by trust men who had used Estate Plan- 








1Journal of American Medical Association, Vol. 
148 and 149, April, May, June, 1952. 
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ning for Physicians led the author to 
conduct a survey of the promotion pro- 
grams in this special field. A question- 
naire was mailed to ail banks and trust 
companies which had used the booklet 
with professional men in their com- 
munities. Replies were received from 
65%, but several were rejected because 
the distribution of the booklets was so 
recent that tangible results could not be 
measured. Replies from about 50% were 
usable, and from them the following 
figures are summarized. 


Of course, all stated that they had 
distributed the booklets to physicians, 
but in addition, 64% also distributed 
to dentists, 11% to lawyers, 9% to life 
underwriters and 6% to other persons. 
As to the scope of distribution, 9% 
covered all physicians in their city, 
27% all in their county, and 50% all 
in their metropolitan area, while 14% 
limited distribution to a selected list, 
(probably their own customers). 


The method of distribution also var- 
ied, with 72% using direct mail, mostly 
with a covering letter, and another 22% 
sending an offering letter, and mailing 
the booklets only on receipt of written 
request or reply card. The other 6% 
distributed the booklets by personal 
calls. One bank invited all doctors and 
their wives to a dinner and distributed 
the booklets in person at the dinner. 


Results 


In reply to the question, “have you 
secured new business as a direct result 
of the use of the booklets?,” 44% 
answered “yes.” As to amount of direct 
results achieved, 11% reported one or 
more cases, 30% reported several, and 
11% classified the business received as 
“a substantial amount.” Of those who 
reported direct new business, 42% said 
it was principally will appointments, 
while 14% reported also other types of 
business, such as living trusts, life in- 
surance trusts and agency accounts. 


The last four questions of the survey 


had to do with the trust officer’s ideas 
of the collateral benefits. One of the 
most significant facts was that 83% of 
the trust men who replied stated that 
they had already noticed an increase of 
interest in the subject of estate planning 
among the professional men in their 
community. In reply to the question, 
“do you anticipate new business as an 
indirect result of the use of this book- 
let?,” 92% answered “yes.” One of the 
best indications of long-range collateral 
henefits was that 25% of the trust off- 
cers had already been asked by the 
local medical or dental societies to speak 
on the subject of estate planning at one 
of their meetings, and several more ex- 
pected to receive invitations in the near 
future. 


Trust Promotion Should 
Specialize 


One of the principal reasons for the 
survey, was to learn whether trust men 
believed that specialized trust promotion 
among specific groups had a place ina 
general trust development program. 
Most of us have attempted to make our 
advertising appeal to the largest possible 
cross section of the public, and most 
trust promotion material available 1s 
aimed at this goal. To test the thinking 
on this subject, the last question was 
phrased as follows: “Would you be in- 
terested in similar booklets addressed to 
broader segments of the professions and 
to the businessman generally?” 61% 
replied “yes.” 


Business communities are becoming 
more complex and more specialized 
every day. As the practice of medicine 
has leaned more toward specialization, 
so has the practice of law and account: 
ing. Even the businesses of engineering. 
architecture, chemistry, printing, bank- 
ing and a host of others have seen this 
same trend. The problems of the physi- 
cian and dentist differ from those of 
the corporation executive and real estate 
developer. The problems of the sales: 
man or television entertainer are not the 
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same as those of the business owner or 
the farmer. 


If the trust business is to continue 
to grow and expand, it will have to be 
able to serve all of the elements of the 
business and professional community. 
To be able to serve them, we will need 
to understand their particular and spe- 
cial problems and be prepared to help 
solve them. To gain the opportunity to 
serve them, we will have to get the story 
over to them in convincing fashion and 
in language they can understand. We 
must convince them that trust men have 
the special knowledge and ability and 
experience which they need. Most of 
us have been using newspaper adver- 
tisements, radio programs, direct mail 
literature, sales letters, etc., which are 
phrased in broad generalities, addressed 
to everyone in general and no one in 
particular. Perhaps it would be well to 
revise our approach by narrowing our 
target occasionally. We may not dis- 
card our shotgun entirely, but a well- 
placed rifle shot may hit some distant 
targets that we are now missing. 


A AA 


Forum Round-Up 


Business, industrial and commercial 
firms in central Indiana were invited to 
an all-day pension seminar early this 
summer sponsored jointly by Merchants 
Vational Bank, (Indianapolis, its affiliate, 
Indiana Trust Co., and the investment 
firm of Merrill Lynch, Pierce, Fenner 
& Beane. The speakers were officers of 
the sponsoring institutions. The subjects 
discussed included Private Pension 
Plans, Advantages of a Qualified Pen- 
sion Plan, Functions of a Pension Con- 
sultant, Trusteed v. Insured Plans and 


Deferred Profit-Sharing Plans. 


The second annual Women’s Finance 
Forum conducted by Gary (Ind.) Na- 
tional Bank, enlarged upon last year’s 
program of afternoon meetings by add- 
ing an evening session which made pos- 
sible the accommodation of professional 
and business women. Registration this 
year ran over 600 and attendance aver- 
aged between 350 and 400. Based on 
the two years’ experience, the bank 
reports that wills and estates appear to 
be the most popular subject. 


Four finance forum sessions for 
Women arranged by the Bank of St. 
Louis in the late spring covered the 
lopics of Personal and Family Financial 
Planning, The Woman Investor of To- 
day, Home Ownership and Real Estate 
Investments, and Getting the Most out of 
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Your Bank. Afternoon sessions were re- 
peated in the evening with average at- 
tendance around 400 each. Light re- 
freshments were served between the 
lecture and the question period. 


A A A 


Nevada Probate Survey 

Only 25% - 35% of the people of 
Nevada die testate according to a sur- 
very of probate records of the State 
made annually by the First National 
Bank of Nevada, Reno. The figures 
cover executorships and administrator- 
ships, but not transfers by joint tenancy, 
deeds of gift or transfers in trust. Re- 





sults of the survey for the past four 
years are shown below. 


Executorships 
Year Number % of Total 
1952 159 26% 
1951 __. 185 38% 
1950 . _.... 136 28% 
1949 161 384% 
Administratorships 
Number 
Handled by 
Public 
Number % of Total Admin. Total 
281 74% 79 440 
291 62% 65 486 
336 | 72% 46 472 
310 66% 61 471 





«eo W: have come a long way in our trust 


department 
no small part of our 


promotional work. 


in the past year, and 


success is due to your 


“I think we have laid the groundwork for 


some excellent results in the future. 


“Your newspaper advertisements, plus the 


direct mail, are breaking down sales resis- 


tance, as well as leading people into our bank 


for further information on estates. 


“T like to think it is because of the fine 


promotional work.” 


Without obligation, ask 


* 


for a mail demonstration 


of a trust promotion program 
that should be a _ profitable 


investment f 


or your bank. 


* 


THe Purse CoMPANny 


CHATTANOOGA, TENNESSEE 


NEW YORK * CHICAGO * BIRMINGHAM 
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Story Behind a Common Trust Fund 


Establishment of a common trust fund 
“can prove a very significant and im- 
portant step in the history of the Bank” 
president W. M. Cahill of Newton-Wal- 
tham (Mass.) Bank & Trust Co. wrote 
to his directors after a trust committee 
meeting last December. “It occurred to 
me that all members of the Board might 
like to read the statement made to the 
Trust Committee by the vice president 
and trust officer (G. L. White) on the 
desirability of the establishment of such 
a Fund, giving as it does in addition 
a suggested mode of procedure.” 











First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line’’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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For the benefit of other institutions 
which may be considering the establish- 
ment of a common trust fund Trusts 
AND EstaTEs here presents a summary 
of Mr. White’s report. which began 
with the subject of investments. 


The plans adopted in turn by five 
Massachusetts institutions operating 
common trust funds, were found by 
Mr. White to use identical language in 
the section covering “Investment Powers 
—Proper Investments.” In essence this 
section restates the well known Massa- 
chusetts Rule. The diversification poli- 
cies of these funds were reviewed by 
Mr. White, who then cited the studies 
of common trust fund investments made 
by T.&E. (June & Dec. °51; Apr. 52) 
as a means of presenting the wide di- 
versity of holdings. 


Mr. White next took up the question 
of when to start a common trust fund, 
reading in full the T.&E. editorial of 
Oct. °50, and summarizing a later sym- 
posium on this subject in the Oct. & 
Nov. °52 issues. The conclusion was that 
“a high stock market is not a detri- 
ment to the establishment of a common 
trust fund.” 


Speaking of the requirement in Reg- 
ulation F that a common trust fund plan 
should be “approved in writing by com- 
petent legal counsel,” Mr. White ob- 
served that an outstanding specialist 
should be selected. He reported on his 
interviews with the late Mayo Shattuck, 
who had served as counsel for at least 
four Massachusetts funds and had been 
in close touch with the establishment of 
a fifth. Comparison with an institution 
which had employed its own counsel 
showed. the fee charged by a specialist 
might not be much higher than that 








Member FederabReserve System and Federal Deposit Insurance Corporation 


of bank’s own counsel, although the 
latter might have no prior knowledge 
or experience of common trust proced- 
ure. The charge for competent and ex- 
perienced counsel would average a very 
small amount spread over the life of 
the fund per year. 


Mr. Shattuck had divided the work 
of counsel in regard to the common 
trust fund into nine categories (1) Fed- 
eral Regulations and _ statutes; (2) 
Massachusetts statute; (3) Bank Admin- 
istration; (4) Votes; (5) Notices; (6) 
Experience — particularly the review 
of previous C.T.F. plans with reference 
to any new fund about to be established; 
(7) Drafting — usually three draftings, 
with intervening .consultations, are ne- 
cessary before the plan is approved by 
all concerned; (8) Initial Probate Pro- 
cedure; (9) Particular trusts -— chiefly 
borderline cases; can be handled with- 
in the bank itself if sufficient Tegal ex- 
perience and ability is available. 


Two final preliminaries suggested in 
the report involved consultation with the 
president of an institution known to be 
considering establishment of a fund, and 
temporary assignment to another bank’s 
common trust fund department of an 
employee who was both an experienced 
accountant and a member of the Bar. 
Invaluable firsthand information could 
be acquired in this manner. 


The thorough preliminary investiga- 
tion of the whole subject. illustrated 
by the final report to the Trust Commit- 
tee summarized above, resulted in the 
establishment of a common trust fund 
by Newton-Waltham Bank & Trust Co. 
on May 7, 1953. In advising T.&E. of 
this action, Mr. White remarked — “the 
information that has come to us through 
your monthly magazine has been ex- 
tremely helpful to us in getting approval 
of and actually setting up the fund.” 
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aryland ‘Irust Company 


BALTIMORE 3, MARYLAND 
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PROFESSIONAL 


Sidelights .. . Trade Winds 





INDUSTRIAL OUTLOOK AND THE TRUCE 


In previous Korean truce develop- 
ments, we witnessed the retreat of prices 
as speculators fled from the prospects of 


what should be the only logical basis 


for a sound economy — peace instead 
of war. Now that the truce is a fact, the 
market should adjust itself within a 
reasonable period and reappraise the 
outlook. It has been 
there has been such a cleavage of opin- 
ion as to the probable movements of 
the averages, although, as has been 
pointed out by various commentators 
in this column, it is almost impossible 
to talk about overall market action when 
there is such divergent performance 
from group to group and even within 
the same industry. 


some time since 


While price movements will tell their 
own story, it may be of some moment 
that a recent survey conducted by the 
Industrial Conference Board 
among 189 industrial executives reflec- 
ted the following viewpoints on the 
manufacturing outlook during the sec- 
ond half of 1953: new order volume 
higher than 1952 with cancellation ratio 
steady; higher billings but smaller 
backlogs on the books; a close eye to 
inventories with a tendency to reduce 
these in relation to sales; a careful 
watch of collections because of some 
visible slowness in marginal accounts; 
and perhaps larger gross profits but at 
a lower earning rate percentage-wise. 
It is generally agreed, too, that compe- 
tition will be stiffer. 


National 


Instrrutions ABET MARKET CALM 


The tax structure has undoubtedly 
been an important long-term factor in 
the attrition of trading activity, although 
it is hard to attribute to it much addi- 
tional restrictive impact in the last few 
years. Since surveys reveal that the 


Aucust 1953 


desire for capital gains is the most im- 
portant motivation for stock purchases 
these days it is obvious that a relaxation 
of the six-months holding period for 
long-term treatment would induce con- 
siderable investment interest. The other 
fundamental change which may be in- 
fluencing market activity is the flow of 
equities into the various types of fiduci- 
ary agencies. The latest -figures avail- 
able indicate that roughly $40 billion 
of equities are held by pension funds, 
university and college endowments, in- 
vestment trusts, insurance companies, 
and bank-administered personal trusts. 
This is a sizable figure in terms of the 
$115 billion market value of all equities 
listed on the Big Board. Such holders 
typically change portfolio commitments 
much more slowly than does the private 
investor, but they add an important 
element of stability to market values. 


CaRL M. Logs, RHOADES & Co. 


ACCUMULATION NOTED 


The general overall technical pattern 
appears to indicate that we are in a 
reaccumulation phase. not a distribu- 
tional phase. Charting is not a perfect 
science and never will be, but it does 
tell a story and tends to arouse the in- 
vestor’s suspicion that the most obvious 
interpretation of current events and 
business news may not always be the 
right one. Studies reveal that good buy- 
ing in many selective issues is taking 
place by insiders and not easily scared 
investors. While this market cannot be 
hurried, investment and speculative in- 
terest is lagging: daily volume is low; 
fluctuations are largely professional; 
technical action has been proven rather 
basically sound during the past month, 
and many current low prices would 
appear to have pretty thoroughly dis- 
counted the Korean truce and other un- 
settling international and business news. 
Finally, favorable earnings reports and 
generous yields should lend support to 
further psychological setbacks caused 
by unfavorable news. A serious reaction 
has never taken place when good quality 
stocks are selling at such a low price- 
earnings basis. 

KENNETH WARD, 
HAYDEN, STONE & Co. 


DEFLATED STOCKS 


There is always a significant trend 
toward so-called defensive securities, 
such as public utilities, grocery chains, 
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variety stores, and banks in times of 
uncertainty, characterized by _ stable 
earnings and continuity of dividends. 
We find no fault with this investment 
approach but even these, considered 
most stable, fluctuate widely, as past 
market history reveals. On the other 
hand, studiously avoided have been 
those stocks known to gyrate widely 
price-wise because of the cyclical nature 
of their business and for other reasons, 
notwithstanding good performance in 
terms of earnings and dividends. Market 
declines in such stocks almost always 
antedate business declines, in anticipa- 
tion of a reversal in earnings, and, as a 
result, these stocks are pretty well “sold 
out” at a time when business conditions 
are still fairly good and they are there- 
after resistant as compared with others 
during any general market decline, 


When casting about for defensive in- 
vestments, cognizance should be taken 
of these deflated securities since the 
downside risk is already minimized and 
because any reversal in investor attitude, 
as in the past, might lead to sizable 
capital appreciation. In scrutinizing se- 
curity lists, many stocks of well-known 
corporations are found which have 
suffered substantial declines not only 
because prospective earnings look lower, 
but in some cases because of special 
problems and in others, because of a 
general antipathy toward an industry in 
general. We hold to the theory that such 
price declines have already taken note 
of these special problems and that at 
present market prices, these stocks take 
on the semblance of defensive securities. 


IrA Haupt & Co. 


GUIDEPOSTS IN THE NEWS 


The year 1929 stands out as a sort of 
milestone in the progress of the nation, 
probably because it was the end of a 
highly speculative era in which real 
estate and security values were boomed 
to heights far beyond basic values. The 
aftermath was a severe depression which 
came to an end in 1933. Thereafter, 
recovery was fairly rapid, until the be- 
ginning of World War II, following 
which the nation’s output really galloped 
to new high leyels. “Where are we 
now?” is a pertinent question. 


Obviously, it is difficult to measure 
the economic activity of the United 
States, but the Department of Com- 
merce has a measure of the dollar value 





571 





of all goods and services produced in 
the Gross National Product. This has 
three major components: Personal Con- 
sumption Expenditures, which embraces 
individual spending for durable and 
non-durable goods and services; Capital 
Goods Investments, which covers con- 
struction, machinery, etc.; and Govern- 
ment Purchases of Goods and Services, 
which includes money outlays for na- 
tional defense, as well as other costs of 
government. 


Some concept of the trend of the 
economy can be obtained by a review 
of these figures starting with 1929, the 
year against which comparisons are 
often made. 

(Billions of Dollars) 


Gross Personal 


National Cons’pt’n Capital Gov’t 


Product Expend’t’s Goods Purchases 
1929 103.8 78.8 15.8 8.5 
1933 55.8 46.3 13 8.0 
1937 90.2 67.1 11.4 11.6 
1938 _.. 84.7 64.5 6.3 12.6 
1941 126.4 82.3 18.3 24.7 
1949 258.2 180.6 33.5 43.6 
1950 _. 286.8 194.6 52.5 42.0 
1951 329.8 208.1 58.6 62.9 
1952 348.0 218.1 52.5 177.5 


(Minor items omitted preclude exact balance.) 


It was not until 1941 that GNP sur- 
passed the previous high 1929 level. 


The rapidly rising production and prices 
of the second World War years and 
subsequently of the Korean war years 
advanced it by 1952 to more than three 
times the 1929 level. Increased physical 
output and price inflation have thus car- 
ried the nation a long way above the 
previous milestone. 


It will be readily seen that Personal 
Consumption Expenditures are the 
largest single part of Gross National 
Product, having amounted to about 
76% in 1929 and 62% in 1952. These 
necessities, such as food, clothing, hous- 
ing, and services, depend upon employ- 
ment and wages. The latter have been 
heavily influenced by capital goods in- 
vestments and government expenditures, 
without which Personal Consumption 
Expenditures could not possibly have 
reached their recent high levels. 


Gross National Product has continued 
to rise and in the second quarter of 
1953 was at the rate of $368 billion on 
an annual basis. The current year ap- 
parently will be characterized by a good 
gain in Personal Consumption Expendi- 
tures and it may be presumed that in- 
dividual buying of goods will persist 
so long as employment and wages con- 
tinue at sufficiently high levels. It is 
obviously most important in gauging 
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the economic outlook to make estimates 
of Capital Goods Investments and Gov- 
ernment Purchases; good estimates may 
then be made of Personal Consumption 
Expenditures. So far as can be seen 
at the present time, government expendi- 
tures will not show any appreciable 
decline for the next twelve months; on 
the other hand, it seems likely that capi- 
tal goods investment will start declining 
in 1954. All who are interested, there- 
fore, in the trend of the economy would 
do well to keep a close eye on the trend 
of future government expenditures and 
the plans for capital goods investment 
by business as they appear in the public 
press. 


MICHAEL S. THOMAs, 
R. W. PRESSPRICH & Co. 


WatcH THE RalLs 


While the rail shares have had a wide 
advance since Korea, the increment has 
not fully recognized the improved earn- 
ings on the basis of the past historical 
relationship. For example. based on 
latest reported 12 months earnings 
(through March 31, 1953) of $19.79, 
the Dow-Jones rail average at 105 is 
selling at only 5.3 times profits. At their 
June, 1950 post-Korean low of 50.66, 
these carrier shares were capitalizing 
their previous 12 months net income 
at 5.5 times. Based on these statistics. 
it is interesting to note that the rail 
stocks are currently appraising profits 
on a lower basis than they did three 
years ago when the index was less than 
half its present price. 


Because of huge capital expenditures. 
dividend policies have been conservative. 
The Dow-Jones rail averages had profits 
in the past 12 months of 3.2 times the 
dividend disbursements of $6.20 a share. 
In the period ahead. a larger proportion 
of earnings may be distributed but. 
current disbursements, the 
average yield is 5.9%. 


even on 


Few will deny that the favorable po- 
tentialities for the railroads place them 
among the more attractive security 
groupings, at this time. The inherent 
leverage in these equities, from both the 
nature of the industry and their capital 
structures, provides a high volatility 
factor. Thus, the rail shares become a 
sensitive market barometer. If supply- 
demand forces fail to reflect improve- 
ment in the prices for these stocks over 
the intermediate term, this may well 
mean falter for the entire market. On 
the other hand, strength in the rails 
may clear the path to another upward 
phase of share prices. 


FRANCIs I. pu Pont & Co. 
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TRUSTEES FAvorinc Bonps 


Important buyers for personal and 
pension trusts, interviewed after the 
Korean truce had been signed, were in- 
clined to take a dim view of the stock 
market but expressed the opinion that 
the bond market had seen its low for 
1953. Their chief reason for shying 
away from equities was that the final 
quarter of this year might see a long- 
delayed tightening of the consumer’s 
belt, with consequent piling up of dur- 
able goods, The first notch will be taken 
when overtime is eliminated upon which 
many workers have been depending to 
meet installment payments. With a cut- 
back to a forty-hour week, the best that 
can be epexcted is a slow down in new 
buying and the worst, default in certain 
durables on time. Auto manufacturers 
point to previous recessions as evidence 
that few installment buyers, however, 
will relinquish their cars even when un- 
employed. 


Some pension funds, authorized to 
hold up to 30% in equities, are in- 
vesting not more than 10% of in- 
coming cash in stocks. the balance going 
into corporate and municipal bonds. 
Virtually all of the stocks are in the 
defensive category. 


Trustees are anticipating (1) a grad- 
ual decline in residential building (2) 
a trimming of inventories instead of the 
building up process that has been going 
on since outbreak of the Korean war 
(3) that the armament program will 
gradually taper off. 


As for the bond market, trustees are 
fairly confident that the lows of early 
June will hold. They feel that the 
Treasury has learned its lesson and will 
not force the sale of long-terms unless 
market conditions are right. The out- 
look for the industrial section is particu- 
larly good, with prospective offerings 
lacking. The underwriting houses are 
complaining about the lack of business, 
but this is probably all for the best. 
Current strength in the public utility 
and municipal groups can be expected 
until the market again meets a flood 


574 





of offerings. Of the industrials, public 


utilities, and municipals, the tax-exempts 
are considered the least likely to hold 
present gains, as municipal strength will 
evaporate rapidly if any large projects 
for schools or turnpikes come into the 
market for funds. 


LirE COMPANIES AVOIDING STOCK 
MARKET 


Heads of life insurance investment 
departments have been reluctant buyers 
of common stocks, pointing out when 
questioned that the boom phase of the 
business cycle still continues. The de- 
creasing attractiveness of common stocks 
from their point of view is evidenced 
by declining purchases: in 1950, hold- 
ings increased $160 million, in 1951 
$110 million, and in 1952, about $75 
million. Life company holdings could 
legally rise to about $1.5 billion or 
double present levels. 


This large reservoir of buying power, 
however, places a net under the market, 
if a recession within the next three to 
five years should make common stocks 
look more attractive to the life com- 
panies. 


Direct PLACEMENTS STILL IN VOGUE 


The $420 million direct placement to 
the Ohio Valley Electric Corporation by 
fifty-two insurance companies, banks 
and pension funds sets a new record 
and again centers attention on the 
question of whether private offerings 
have reached their peak or will continue 
to maek further inroads on the public 
market. In 1952 they exceeded public 
offerings, amounting to $4,086 million 
out of total bond issues of $7,725 million 
or 52.9%; in 1951 direct placements 
totaled $3,326 million out of a total of 
$5,691 million or 58.4%. This led cer- 
tain life insurance men and Wall Street 
underwriters to opine that direct place- 
ment was on the wane. Now comes the 
big atomic power loan at a time when 
underwriters find pickings lean in the 
public market. 


In the industrial and natural gas pipe- 
line field direct placements probably 





account for close to 90% of total offer- 
ings, and in electric utilities around 20- 
25%. 


Life insurance companies absorb 
about 90% of ali direct piacements and, 
in increasing degree, they have restrict- 
ed new loans to this medium. In 195], 
86.9% of the bond acquisitions of 28 
major life insurance companies were in 
the form of direct placements. Advocates 
of the direct placement method among 
corporations point to bond market fluc- 
tuations as a disadvantage, particularly 
when caused by psychological swings 
rather than money rates changes. For 
example: public utility bonds rated A 
have fluctuated in yield in the market 
as much as 14% several times during 
the past few years, vet in the direct 
placement market, there has been no 
comparable variation. 


Corporate Tax REVISION 


Just after the Eisenhower Administra- 
tion took over in a wave of optimism. 
with the markets buoyant, taxpayers 
were looking forward hopefully to re- 
duced expenditures and lower taxes. 
One of the main offenders which was 
due to expire on June 30th was the 
excess profits tax, admittedly an in- 
equitable slash at corporation income. 
But when fiscal difficulties dictated. the 
President and ‘Treasury Secretary 
Humphrey were obliged to ask for its 
extension through December 31 of this 
year and, although nearly blocked by 
Chairman Reed of the House Ways and 
Means Committee, the extension bill 
became law on July 16th, retroactive to 


June 30th. 


On the same day that the President 
signed the EPT extension, the House 
Ways and Means Committee heard G. 
Keith Funston and Edward T. McCor- 
mick, presidents of the New York Stock 
Exchange and the American Stock Ex- 
change, respectively, advocate altered 
tax treatment of dividends. Both con- 
tended that dual dividend taxation as 
now administered was without precedent 
in our history and tended to destroy in- 
centive for investing in equities. One 
alternative, according to Mr. Funston, 
would be an initial 10% credit against 
dividend income, to be increased, as 
soon as the budget permitted. to 22.2‘, 
which would eliminate double taxation 
for those in the lowest bracket. Mr. Mc- 
Cormick suggested 10% or a $200 
credit on dividends against gross in- 
come. 


Equitable treatment would free large 
amounts of capital for stock financing 
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DOW-JONES AVERAGES 


Auc.3 Juty1 AvuG.1 
1953 1953 1952 
30 Industrials 276.13 269.39 279.80 
90 Railroads 106.10 106.57 103.81 
15 Utilities 49.75 48.69 50.51 
65 Stocks 107.64 106.03 107.87 





and »lace the corporate balance in better 
relation to outstanding debt. While a 
10% credit would probably cost some 
$700 million annually, it was contended 
that the stimulus to American corporate 
growth would more than offset this 
loss within a few years. 

As a result of the 20% dividend 
credit allowed by Canada and _ the 
absence of a capital gains tax, high- 
grade Canadian stocks are selling on a 
higher price-earnings ratio than com- 
parable American securities. The flow 
of investment capital has been away 
from the United States and into Canada. 
All points considered, the spokesmen 
for the Exchange appear to have a 
good case. 


At a later hearing, Messrs. Funston 
and McCormick urged a new approach 
to the taxation of capital gains and 
suggested reduction of the tax rate and 
holding period, as well as an increase 
from $1,000 to $5,000 in the allowable 
loss deduction against ordinary income. 


MuTuaL FunNpbs ACTIVE 


During the irregularly lower markets 
of the second quarter ending June 30th, 
the 111 open-end mutual fund members 
of the National Assoviation of Invest- 
ment Companies bought $246 million in 
securities against sales of $130 million, 
excluding Government obligations. At 
the same date, total net assets were 
approximately $3.8 billion, — slightly 
lower than at the end of 1952. Sales of 
new shares for the half year were nearly 
$360 million, and the net after redemp- 
tion $228 million, a slightly less favor- 
able showing than in the same 1952 
period on both sides of the ledger. 


HicHER COMMISSIONS IN PROSPECT 


A proposal for higher commission 
rates which would raise member firm 
revenues by an estimated 15% was be- 
ing voted upon by members of the New 
York Stock Exchange as this issue went 
to press. A 20° discount for volume 
transactions upon the excess of 1,000 
shares for a single account is provided 
for. A reduced cost for a 15 calendar 
day turnaround is also set under cer- 
lain restrictions. These measures repre- 
sent the investigations of a committee, 
extending over nearly a year, from 
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which the Board of Guvernors formula- 
ted the proposals. 


Dest Limit UNCHANGED 


The Eisenhower Administration re- 
ceived a political rebuff in the closing 
hours of the session by Congress’ re- 
fusal to raise the debt limit by $15 bil- 
lion to $290 billion. The Treasury will 
now be forced to go along carefully in 
order to remain within the present limit- 
ation until Congress reconvenes. Al- 
though the situation stems from a situa- 
tion inherited from the Democratic re- 
gime, it is politically embarrassing to be 
close to the debt limit and it would be 


equally distasteful to be forced to call 
a special session this fall. The Septem- 
ber tax receipts will be hopefully awaited 
as the deciding factor in this problem. 


If cash balances should approach the 
vanishing point, the Treasury can 
always gain some time by not expediting 
processing of vouchers covering Govern- 
ment obligations. The course of Govern- 
ment bond prices should remain un- 
affected by these developments but there 
is little leeway for issuance of new 
money offerings if the Treasury should 
consider the market in a favorable posi- 
tion. 
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Only STEEL can do so many jobs so well 
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Stainless Steel Helps Feed Your Baby! In the base 
of the nipple of this new nursing unit is a thin disk of 
U-S'S Stainless Steel with a tiny valve in its center. 
This valve . . . non-corrosive, easy-to-clean . . . regu- 
lates the flow of liquid into the baby’s mouth as he 
bites on the nipple, gives him his meal in measured 
amounts, and reduces the air swallowing that often 
causes colic. And, baby obtains more food and gets 
greater nutritional benefit from each feeding. Only 
steel can do so many jobs so well. 
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This trade-mark is your guide 
to quality steel 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 


OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . 









bat 


World’s Largest Truck is this new 60-ton, off- 
the-highway ore carrier. Its 2 engines, totalling 
700 horsepower, are mounted amidship of the 
truck’s underbelly. Its cooling system requires 
almost 68 gallons of anti-freeze. Its huge tires 
are 32-ply. Its front end floats on captive air, 
and its rear springs have leaves of special steel 
almost 2 inches thick! 90% of the steel used in 
the truck body was made by U. S. Steel. 


The $20,000,000 Hotel Statler, in downtown 
Los Angeles, is the biggest hotel built in this 
country in the last 20 years. 13 stories, 1275 
guest rooms. United States Steel fabricated and 
erected 7200 tons of structural steel for the 
framework of this huge structure . . . and also 
supplied 325 tons of National Pipe used for 
heating, fire sprinkling and vacuum lines, and 10 
tons of stainless steel for miscellaneous use. 


j 
j 
i 
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Fastest Auto. Flashing past the timing stand on its record run at Bonneville Speed Trials on 
the salt flats of Utah last year is the Motorbook Special, which set a one-way record of 252.10 
m.p.h. ... the highest speed ever attained by an American automobile. The frame of this stream- 
lined speedster is of Shelby Seamless Steel Tubes, a product of U.S. Steel. 


UNITED STATES 


STEEL 


. Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 


GUNNISON HOMES, INC. + UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


HE PERSISTENCE OF HIGH-LEVEL DE- 
pantie for steel has baffled the ex- 
perts, both in and out of the industry. 
In the early part of 1951, 1952 and even 
this year, predictions were rife that, 
before the year was out. the steel opera- 
ting rate, which had been running 
above or close to theoretical capacity, 
would recede at least moderately. 


The experts were wrong in 195] and 
1952. Will they be wrong again? 


Many independent analysts still ex- 
pect a period of adjustment — a de- 
cline in the steel operating rate from 
the present mid-90 level to the 80-90% 
bracket — before the year-end. Until a 
lew weeks ago there was a preponder- 
ance of the same kind of thinking with- 
in the steel industry. But toward the 
end of last month many of the industry’s 
top executives changed their tune. They 
are now riding a wave of cautious opti- 
mism. The general consensus is that 
the third quarter should be near-capacity 
and the fourth quarter should hold up 


well — in the 90’s somewhere. 


The industry’s surprisingly good oper- 
ating trend (about 94°; ) during July. 
a month when production usually dips 
because of the heat, employee vacations 
and equipment repairs. was a tip-off 
that the steel market was a long way 
from the saturation point. Had there 
iot been a continuance of bulky order 
racklogs and indications of sustained 
ligh-level consumer demand. the pro- 
luction drop in July would have been 
nore precipitous. Thus far this summer, 
teel output has been running about 
“~ higher than in the best previous 
ummer, 1951. 


Steelmen are Optimists 


Order backlogs for steel are not 
‘ppreciably smaller than they were sev- 
‘tal months ago. The United States Steel 
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Corporation, which accounts for about 
one-third of the nation’s output of this 
basic metal, had at the end of July a 
backlog of orders amounting to 8 mil- 
lion tons, compared with 9.5 million at 
the beginning of 1953. a rather modest 
decline, and its order books were then 
practically full for the third quarter. 
At the same time. Bethlehem Steel, the 
country’s second largest steel producer, 
reported a full order-book through the 
third quarter and part of the fourth. 


United States Steel was more cauti- 
ous than others with respect to pros- 
pects beyond the third quarter. At a 
press meeting on July 28, Benjamin F. 
Fairless, chairman, said: “We do ex- 
pect less than full capacity operations 
during the fourth quarter. Just when 
is a question that I cannot answer at 
this point. It will occur, however, on 
some products earlier than on others 
and at varying times in different parts 
of the country.” 


Two days later, Eugene G. Grace, 
Bethlehem’s head, declared: “We are 
booking new business daily in excess of 
shipments, and we see no reason to anti- 
cipate anything but substantially full 
operations through the balance of this 
year. 


Among other companies that reported 
a strong tide of consumer demand were 
Wheeling Steel, which looked for near- 
capacity operations to continue through- 
out the year, and Inland Steel, which 
told stockholders in a letter, dated 
July 29: “In general, demand for all 
our mill products continues very strong 
and it is expected that operations will 
be maintained at or near capacity levels 
through the third quarter and possibly 
during the remainder of the year.” 


Recent surveys by the two leading 
steel trade publications, Jron Age and 


DYNAMICS OF INDUSTRY 


STABLE OUTLOOK 
SEEN FOR INDUSTRY 


THOMAS E. MULLANEY 


Steel, show why optimism is building 
up cautiously within the industry. 


Orders Still Coming 


In their checks on the trend of steel 
orders the publications found that con- 
sumer interest was exceeding expecta- 
tions. /ron Age reported that carryovers 
from the third quarter — orders that 
could not ‘be delivered at the specified 
time — would be much larger than ex- 
pected, providing a good start for the 
fourth quarter. Steel said that final- 
quarter orders were being booked at a 
surprisingly brisk pace and that market 
confidence was supported by the fact 
that numerous consumers, dissatisfied 
with the allotments of metal imposed 
upon them on a voluntary basis by the 
steel industry, were pressing for more 
tonnage. 


“Insofar as hot- and cold-rolled sheets, 
large-size bars and most sizes of struc- 
turals are concerned, pressure on the 
mills appears about as strong as ever,” 
according to a report in Steel toward 
the end of July. 


If the present trend continues and 
the industry does not meet a sudden 
rash of order cancellations. the year 
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1953 is bound to be an historic one in 
steel annals. The nation’s mills, running 
at an average of 99.4% of capacity in 
the first half, turned out more than 
57.9 million tons of raw metal. Assum- 
ing near-capacity operations for the 
current quarter and a cutback of as 
much as 10% to an average rate of 
90% for the final three months, domes- 
tic mills would pour this year a record 
113 million tons of raw steel — 20 
million tons more than in strike-affected 
1952 and about 7.8 million tons more 
than in the previous record year, 1951. 


Even if there should be a drop of 
10% for the whole second half (which 
seems unlikely at this point), mill output 
would be in the vicinity of 110 million 
tons for the year, which would be almost 
5 million tons above the previous peak. 


In any event, 1953 is bound to be a 
good profit year for the steel industry. 
Earnings for the first half were sensa- 
tional, far surpassing the industry’s per- 
formance in the similar part of 1952, 
which had an eight-week general steel 
strike in June and July. According to 
the August Monthly Letter of the Na- 
tional City Bank of New York, the net 
profit of thirty-seven iron and _ steel 
companies in the first six months this 
year aggregated $343,808,000, a gain of 
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78% over their combined net of $192.- 
711,000 for the similar period of 1952. 


Industry Growth Impressive 


The steel industry is making marked 
progress this year in another effort — 
its expansion program. The industry 
will spend this year about $1 billion for 
new equipment and construction to raise 
basic ingot capacity by more than 4 
million tons, bringing the nation’s an- 
nual steelmaking potential above the 
120 million-ton level. 


A few years ago, when such a goal 
was outlined by Government authori- 
ties as essential for the national: defense 
effort and to sustain the civilian econ- 
omy, most steel men themselves viewed 
it as excessive. One executive who was 
particularly outspoken against the need 
for such a huge capacity, has recently 
changed his opinion. A few weeks ago 
he commented: “We are not worried 
about excess capacity. We believe the 
peacetime economy will need substan- 
tially all the steel that’s going to be 
available.” 


The industry’s capacity at the begin- 
ning of 1953 was 117,547.470 net tons 
annually. That represented a gain of 
more than 25.6 million tons, or about 
28% in the seven years since the end 
of World War II. Of that increase about 
17 million tons were installed during the 
period of the Korean War. Since 1940 
the nation’s steelmaking potential has 
been boosted by almost 36 million tons, 
or 44%. 


If business conditions should change 
later this year and manufacturers in 
general start to cut back their operating 
schedules, the steel industry would be 
affected adversely — and quickly — 
since about 40% of all industrial jobs 
involve the use or making of steel. But 
at this time the steel industry views a 
general recession of this kind as very 
unlikely, at least in the balance of 1953. 
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—Photo from United States Steel Corporation. 


Calling off signals in cable spinning above 
the Delaware River. The men are adjusting 
part of 12,000 miles of wire comprising the 
two suspension cables supporting the Dela- 
ware Memorial Bridge, a $40,000,000 project. 


Several steel companies have reported 
a slackened demand in certain lines — 
on some wire items and conversion steel 
for the automotive industry, for in- 
stance — but in most cases demand for 
other products more than offset these 
declines. Some authorities who expect 
a big tapering off in automotive opera- 
tions during the second half of this 
year believe such an eventuality would 
exert a serious effect on operations. 


Asked about this, Mr. Grace said that 
there was no industry which can dictate 
the operations trend in the steel indus- 
try. The automobile industry, he said. 
takes about 20% of the steel industry's 
output. “Even if automobile demand 
goes down 50%, that would mean only 
a change of about 10% for the whole 
steel industry.” Mr. Grace declared. 
“T don’t know of any industry that 
doesn’t need steel. We are so diversified. 
as to demand from every source, that 
you can have slowdowns in some con- 
suming lines and a speed-up in others. 
There is also a great banked-up demand 
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of state and municipal construction pro- 
grams represented in roads and schools 
and municipal projects which will go 


ahead.” 


Pros and Cons 


So much for what the steel industry 
itself thinks of prospects. What do out- 
siders think? 


Those independent economists and 
analysts who hold that steel is soon due 
for a shake-out base their case on the 
belief that consumer demands for dur- 
able goods are rapidly being filled and 
that a curtailment in automotive and 
appliance production will affect steel 
operations more seriously than the in- 
dustry now thinks. They also feel that 
a general business recession of some 
dimensions will follow in the wake of 
the Korean truce. 


The steel industry agrees that a gen- 
eral business downturn would have a 
marked influence on operations. But 
steel men believe that a big cutback in 
automotive and appliance output and 
even in defense work, without a general 
cessation of inventory accumulation or 
pronounced inventory depletion — in 
metalworking lines, would exert only a 
mild effect on steel. The National City 
Bank of New York in its August Letter 
predicted that a reduction in the output 
of automobiles and appliances in the 
fourth quarter would not of itself have 
a decisive effect on steel operations and 
that it would reduce requirements for 
steel “by only a few percentage points.” 


With respect to the truce in Korea. 
steel men believe that defense spend- 
ing by the government will be reduced 
only to a negligible extent. At any rate, 
direct military uses of steel (ordnance. 


tanks and aircraft) were taking no 








—Diagram from American Iron and Steel Institute. 

Blast furnace operation: Car of skip hoist 

loads at bottom, charges raw material in- 

to furnace at top. Slag and molten metal 

tun out below furnace into slag ladle and 
mixer cars respectively. 
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more than 3.2% of finished steel produc- 
tion when the armistice was signed and 
the total of direct and indirect military 
requirements was only 10-15%. 


However, there have been reports 
that metalworking lines, particularly the 
automotive industry, have increased 
their steel inventories substantially since 
the end of last year’s eight-week strike. 
If all metal lines should cut back on 
consumption and embark upon a period 
of inventory depletion. steel operations, 
of course, would be affected severely. 


It has been estimated that the current 
inventory in the nation’s metalworking 


MUTUAL FUNDS 


establishments (which includes all kinds 
of manufacturers using steel in their 
operations) totals about 10 million tons. 
This rather high level is about the same 
as last year’s pre-strike total. It is not 
alone the quantity of steel in inventory 
that is considered significant, but rather 
the recent rapid rate of accumulation. 
For evaluation purposes, it should be 
pointed out that the steel mills were 
shipping about 7 million tons of fin- 
ished products monthly in the first half 
of 1953. 

Current inventory in industrial steel 
warehouses, which supply small busi- 
ness and jobbers principally, provides 
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an illustration of the increased inven- 
tory since the end of the 1952 strike. 
(Warehouses and distributors repre- 
sented the second largest steel-consum- 
ing category in May, when they took 
18.6% of the month’s shipments, follow- 
ing the automotive industry, which ob- 
tained 20.7% of all steel shipped. In 
third place was the construction and 
contractors’ products category, with 


15.3%.) 


Current inventory for all warehouses 
is not available, but the following fig- 
ures for 200 of the larger industrial 
warehouses, which handle about 60% of 
warehouse steel, shows the inventory ex- 
pansion in the last year. (It should be 
pointed out that these warehouses do 
not handle nails, chicken wire or steel 
that goes into oil drilling uses.) 


INVENTORY 
(in tons) 


Sept. 1, 1949 1,115,000 


Sept. 1, 195] 408,000 
June 1, 1952* 697.000 
Aug. 1, 19527 427,000 
July 1, 1953 855.000 


*Before start of steel strike. 
+At the end of steel strike. 


Thus, in eleven months inventory of 
the larger industrial warehouses doubled, 
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—Photo from United States Steel Corporation. 


Cold rolling mirror-finish strip steel at 


Cuyahoga Works, Cleveland. 
even if it is not well-balanced. Hot-rolled 
and cold-rolled sheets are either very 
short or out of stock. Also in short 
supply are wide flange beams, heavy 
plates and round bars over two inches 
in diameter. 


Even if there should be a general cut- 
back in steel consumption, the steel in- 
dustry is confident that operations will 
not dip below the 85% level. 


The situation bears watching, of 
course. But the steel industry is not 
worried. For one thing, many executives 
feel that even an operating rate in the 
80° bracket would not seriously dent 
profits, since this moderate rate would 
eliminate some high-cost factors, such 
as overtime pay and the use of certain 
obsolete or facilities. In 
this connection it should be pointed out 
that in only eleven of the thirty-five 


less efficient 





years prior to World War II was the 
American steel industry’s operating 
rate above a 70% average for the full 
year. The highest annual rate since 1907 
was 93.4% in 1916 when the industry’s 
capacity was only 51,282,314 tons an- 
nually. 


The steel industry feels that an ad- 
justment, when it comes, will be mod- 
erate and short-lived. It believes that 
the outlook for the long-term is most 
promising, based on the expected normal 
growth in the nation’s population in the 
decades ahead and in the expanding 
wants of the American people. Per capi- 
ta steel consumption has had a steady 
rise in this country and this trend is 
expected to continue. 


Steel is one industry which is appar- 
ently proof against overall competition. 
Light metals, such as aluminum, mag- 
nesium and titanium have naturally sup- 
planted their older and heavier brother 
for certain uses but steel technology has 
made such tremendous strides that this 
basic metal can now be compounded to 
meet an immense range of specifications. 
What competition the industry lacks 
from without is made up for by the 
sharp and ruthless struggle within for 
volume. This condition has given the 
United States a steel industry second to 
none in size, strength and quality of 
products and one able to serve well and 
efficiently both consumer needs and our 
defense effort as we face a world in 
which we occupy, whether we wish il 
or no, the position of leadership of the 


free peoples. 
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a a ee 105.2 75.0 169.3 163.3 3.59 2.02 126.9 3.83 
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Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing over 
dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
sultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 







butions) divided by the 1939 base offering price. pores yee Oy any, from capital gains or any other sources, for the current 
INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
Panies cut of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 
Securities (excluding all capital distributions). or balanced funds in existence at the time. 













"—new revised series adjusted to Dec. 1939 base. +Ex-dividend current month. **Became Balanced Fund in 1945. 

‘plus rights. d—Reflects adjustment for change in interim ***Not included in balanced or stock average. 

®Principal index begins after 1939 base date. dividend policy. ****Name changed from Russell Berg Fund. 
**#%**#%Name changed from Nesbett Fund. 
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1953 
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3. Tax Exempt Bond Yields 
Aaa Rated Long Term ana. 2.52 
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4. Preferred Stock Yields 
Industrials—High Dividend Series 
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Medium Grade ———____...... % 5.18 
Industrials—Low Dividend Series 
0 RE ee ee 3.91 
Medium Grade ................ % 4.31 
Utilities—Low Dividend Series 
nn 4 4.31 
Medium Grade —.._.__ -~ I 4.70 
& Common Stocks 
125 Industrials—Prices (e) — 76.24 
126 Industrials—Dividends (e) ~ 4.15 
125 Industrials—Yields % —............. % 5.44 


(a)---U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
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1.68-0.90 
1.87-1.06 
2.10-1.38 
2.43-1.96 
2.48-2.08 


2.91-2.45 
2.98-2.53 
3.28-2.67 
3.57-2.93 


1.98-0.90 
2.21-1.04 
2.64-1.28 
3.05-1.57 


4.09-3.28 
5.08-4.14 


3.92-3.27 (c) 
4.20-3.52 (c) 


4,24-3.40(c) 
4.65-3.69 (c) 


4.44-1.76 


July 
1952 1953 1951-52 
2.20 2.80-2.27 2.35-1.68 
2.33 3.00-2.39 2.44-1.76 
2.42 3.16-2.57 2.64-1.95 
2.60 3.17-2.78 2.81-2.21 
2.63 3.16-2.78 2.81-2.44 
3.31-3.23 
2.94 3.44-2.98 3.04-2.65 
3.05 3.52-3.06 3.10-2.70 
3.20 3.69-3.23 3.34-2.87 
3.51 3.90-3.50 3.64-3.15 
1.76 2.73-1.98 2.00-1.28 
1.98 2.96-2.26 2.25-1.37 
2.31 3.34-2.68 2.67-1.72 
2.68 3.79-2.96 2.98-1.98 
3.94 4.24-3.99 4.10-3.80 
4.84 5.23-4.90 4.96-4.68 
3.75 4.02-3.76 3.90-3.45 
4.01 4.39-4.06 4.20-3.80 
4.02 4.45-4.01 4.25-3.77 
4.38 4.87-4.43 4.71-4.19 
78.01 80.82-73.40. 80.89-64.91 64.46-43.20 
4.22 4.18-4.15 4.55-4.13 
5.41 5.68-5.15 6.84-5.14 


(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


(c)--Low Dividend Preferred Yield Averages in this series date from 


Jan. 2, 1946. 


7.29-3.20 





- 90 PRICES AND DIVIDENDS 
($ PER SHARE ) 


PRICES 


4 


DIVIDENDS 
( YoSCALE ) 


_ | 
Ve — —— 
8 


YIELD 3 


%, 
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1.32-1.07 (a) (a) (a) 
1.70-124 (a) (a) (a) 
2.10-1.49 (a) (a) (a) 
2.48-2.03 (a) (a) (a) 
2.50-2.37 (a) (a) (a) 
2.88-2.59 5.75-2.70 6.38-4.42 
3.06-2.66 7.03-2.90 6.84-4.59 
3.39-2.78 9.23-3.35 7.71-4.91 
4.47-3.06 12.96-4.42 8.56-5.32 
1.84-0.93 2.81-1.56 (b) (b) 
2.11-1.21 3.02-1.78 (b) (b) 
2.49-1.49 3.29-2.11 (b) (b) 
2.94-1.80 3.71-2.60 (b) (b) 
4.37-3.55 6.54-3.83 6.79-4.75 
§.94-4.33 12.73-4.91 8.05-5.61 
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49.30-22.69 49.10-10.56 78.06-34.81 (d) 
1.94-1.52 2.05-0.72 2.53-2.16 (d) 
7.71-3.56 10.13-2.59 6.21-3.19 (d) 


(d)—125 Industrials Averages date from Jan. 1, 1929. 
(e)—Dollars per share. 
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This unusual-shaped opening represents one of the major 
advances of our time in the reproduction of sound. It is the 
“Acoustic Lens’... the speaker opening of the revolu- 
tionary new high fidelity sound system developed by Philco 
engineers for television, records, and FM-AM radio. 

Called “Phonorama,’’* this new development is the first system 
to re-create high fidelity sound with Full Dimension. 

Phonorama’s effect on sound is somewhat like the 
addition of three dimensions and color to a motion picture. 

When you listen, the difference between it and ordinary 
reproduction is as though a door had 
been suddenly opened. The room is 
flooded with sound . .. the purest, 
cleanest, most thrilling sound you have 
ever heard... from deepest bass to 
highest treble. And it is sound of un- 
believable “presence” .. . sound in 
Full Dimension. 

To achieve this spectacular result, 
Philco engineers quietly performed a 
number of electronic miracles— 

They solved a problem that has 
plagued scientists for years—how to ' 


ANOTHER FIRST FROM DH ; LCO 


Aucust 1953 





produce a true, matched high fidelity system in a single, 
acoustically-balanced cabinet ... they banished the usual open 
doors and large grille opening by developing the ‘‘Acoustic 
Lens,” which diffuses the full high fidelity output of 
Phonorama throughout the room .. . and, finally, they 
evolved the electronic Visual Tone Blender—the first to 
actually indicate the range of sound being played by the 
instrument ! 

The impact of Phonorama, will be felt around the world. 
For the public demand for higher fidelity in sound reproduc- 
tion is one of the cultural phenomena 
of our Century. 

Here again, as in Television...Radio 
... Refrigerators . . . Freezers . . . Elec- 
tric Ranges...and Air Conditioning 
...the unique ability of Philco to 
combine original research with engi- 
neeting development and production 
for use, results in a significant contri- 
bution to the standards of performance 
for a great industry. 





t Philco High Fidelity 
“Phonorama’’ Television 
Combination 


1 sound in Full Dienonston./ 
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Union CarBivrE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Septem- 
ber 1, 1953 to stockholders of rec- 
ord at the close of business August 
3, 1953. 
KENNETH H. HANNAN, 


Secretary and Treasurer 


THE TEXAS COMPANY 
204th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on September 10, 1953, to 
stockholders of record at the close 


of business on August 7, 1953. 
The stock transfer books will re- 
main open. 
Rosert FisHER 
July 31, 1953 Treasurer 


EE AY RL NE TE RE A 


llied 


hemical 


Quarterly dividend No. 130 of 
Sixty Cents ($.60) per share 
has been declared on the Com- 
mon Stock of Allied Chemical 
& Dye Corporation, payable 
September 10, 1953 to stock- 
holders of record at the close 
of business August 14, 1953. 

W. C. KING, Secretary 
July 28, 1953. 


SOCONY—VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend July 
No. 170 28, 1953 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable September 10, 
1953, to stockholders of record 
at the close of business August 
7: 2993. 


W. D. BickHaM, Secretary 





Banks at a Discount 
The lot of the bank shareholder and 


bank management during the past 
quarter century has not been a happy 
one. With most bank stocks selling at 
substantial discounts from sound book 
value, additional capital needs have 
been largely met through earnings re- 
tention, not always to the current de- 
light of the owners. Nonetheless, 
according to Richard P. Chapman, 
president of the Merchants National 
Bank, Boston, writing in the Harvard 
Business Review for July-August, 
further progress in cost control, proper 
charges for services rendered, astute 
portfolio management and enlargement 
of additional auxiliary income-produc- 
ing services may in time assist in solv- 
ing the problem of new capital for 
broader growth. 


Among Mr. Chapman’s suggestions 
for partial relief from what he terms 
“hidden taxes” which banks are now 
absorbing, he mentions the substantial 
non-earning reserve against deposits 
lodged with the Federal Reserve Bank. 
which could be contributing to the in- 
come account if even a small interest 
allowance were permitted by the Re- 
serve. He likewise maintains that the 
basis of deposit insurance assessment 
is inequitable and that this protection 
cost should be billed to each depositor 
prorata. 


The promotion of greater trust de- 
partment activity is also stressed by Mr. 
Chapman, both as a source of increased 
earnings and as a business builder for 
the commercial department. Remarking 
that “it has been somewhat of an orphan 
of banking, with low fee schedules and 
lower salary scales than justified by the 
rigid requirements for experience, 
judgment, and ability . . . and there is 
every reason to believe that this activity 
will continue its strong growth and will 
become a more important contributor 
to total earnings,” Mr. Chapman regis- 
ters his confidence in the future of this 


field. 


1 BM tnternationat susiness 


trave marx MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 154th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable September 10, 1953, to stockholde-s of 
record at the close of business on August 19, 1953. 
Transfer books will not be closed. Checks pre- 
pared on IBM Electric Punched Card Account- 
ing Machines will be mailed. 

A. L. WILLIAMS, Vice Pres & Treasurer 
June 26, 1953 


Astute Growth Selection 
Profitable 


Growth stocks are those issues in 
which the long-term trend of earnings, 
dividends and market prices outper- 
forms the industrial stock averages, 
Everyone knows companies which have 
qualified in this select group but it is 
not easy to know whether or how long 
they will retain their position. accord- 
ing to Milton McGreevy, partner in the 
Kansas City office of Harris, Upham & 
Co., speaking before the May meeting 
of the Missouri Bankers Association in 
that city. This group is especially intrig- 
uing to the institutional investor be- 
cause, over the longer term, they gener- 
ally yield larger dividends and greater 
capital appreciation than their less glam- 
orous brothers and sisters. 


Mr. McGreevy cited the 1940-1950 
record of 33 growth companies as com- 
pared with the 30 Dow-Jones industrial 
stocks in these growth statistics: 

Earn- Divi- 

ings dends Sales 
Dow-Jones stocks. 175% 120% 210‘; 
Growth stocks _... 550% 500% 470% 


A true growth situation assures safe- 
ty of principal because the stock never 
remains permanently depressed after a 
severe decline, with low prices above 
the previous bottom and the same up- 
side pattern in buoyant markets. 


Among the principal industries with 
outstanding growth factors, Mr. Me- 
Greery mentioned natural gas and oil 
producers, ethical drugs, aluminum. 
light chemicals, glass specialties, plas- 
tics, synthetic fibres, radio, and _tele- 
vision but the continuing problem is to 
evaluate public demand in terms of 
man’s needs and to translate this into 
profitable stock commitments. 


A A A 


First Half Corporate Dividends 
Up 4% 

Dividends for the first half of 1953 
totaling $4 billion were paid out by 
corporations issuing public reports, an 
increase of 4% over the 1952 period, 
according to figures compiled by the 
Department of Commerce. These corpo- 
rations represent about two-thirds of all 
corporations in the country. 


Manufacturing reported increases in 
oil refining and machinery lines while 
textile and leather companies suffered 
reductions. Finance, railroad and public 
utility companies showed substantial 
growth, with the finance group rising 
some 10‘%. 
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Common Stocks for 
Pension Funds 


Nine of thirteen large American 
corporations with pension and _ profit- 
sharing plans in force are holders of 
equities or are planning to include 
them in their portfolios, according to 
reports from a recent pension fund 
investment round table discussion held 
by the First National Bank of Chicago. 
The percentages ranged from 15% to a 
757 top, and at least one trustee group 
cannot agree upon any participation in 


this field. 


Twenty-two companies were repre- 
sented in the discussion of pension in- 
vestment policy presided over by First 
National’s Chairman, Edward E. Brown, 
who pointed out the need for flexibility 
in policy to meet changing times. His 
own institution’s pension fund is using 
between 304% and 50% of common 
stocks, about 15% in preferreds and 
the balance in fixed income investments. 
Liquidity, said Mr. Brown, is relatively 
unimportant and marketability costs 
money: the principal aim its long-term 
tax-free accumulation of principal. 

Ae’ & A 


Stocks at Mid-Year Low Level 


The 1.525 stock issues listed on the 
New York Stock Exchange had an aggre- 
gate value on June 30th of $113.3 bil- 
lion and an average value of $39.37, 
95 cents less than at May 29th and ithe 
lowest average price since June 30, 1951, 
when the figure was $38.73. Against this 
total, member firms of the Exchange 
had obligations of $1.225 billion. ex- 
cluding loans secured by Government 
bonds, or only 1.11% of the total market 
value. 

The value of the dollar, as compared 
with the January 1939 base. fell slightly 
from May to June, to 55.6 cents, accord- 
ing to consumer price indices prepared 


by the National Industrial Conference 
Board. 





Transamerica Wins Appeal 


The United States Court of Appeals 
in Philadelphia has set aside the order 
of the Federal Reserve System’s Board 
of Governors of March 1952, directing 
Transamerica Corp. to sell all its stock- 
holdings in 47 independent commercial 
banks in California, Oregon, Nevada, 
Washington and Arizona. The corpora- 
tion’s appeal was based upon the con- 
tentions that the Clayton Act, under 
which the order was issued, was never 
intended to apply to banking groups 
and that the Reserve System had failed 
to prove its charges of restraint of trade 
and monopoly. 


In the decision of the Circuit Court, 
the latter claim was upheld but the argu- 
ment as to invalidity of the Clayton Act 
in this area was rejected. The opinion 
written by Judge Albert B. Maris notes 
the “vast network of 645 banks and 
branches in the five-state area” and ob- 
serves that “it may well be in the public 
interest to curb the growth of this 
banking colossus by appropriate legisla- 
tive or administrative action.” 


Although the Federal Reserve Board 
has made no statement, it is possible 
that the case may be carried to the 
Supreme Court. There are 34 bank hold- 
ing company groups in the United 
States, operating in 3] states and the 
District of Columbia, and these inter- 
ests are understandably averse to what 
might be termed legislative persecution 
based upon the concept of size, rather 
than actual abuses. 


In this connection, consideration of 
restrictive legislation on bank holding 
companies by the Senate Banking Com- 
mittee was set over from late July until 
January, at which time it will resume 
hearings on the need for controls against 
expansion and provisions looking to- 
ward possible divestment of non-bank- 
ing assets, 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock, payable Sep- 
tember 8, 1953, to stockholders of record at the close of 


business August 14, 1953. 


ERLE G. CHRISTIAN, Secretary 





Aucust 1953 














American--Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable September 1, 1953 to 
stockholders of record at the close 
of business on August 25, 1953. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1953 to stock- 
holders of record at the close of busi- 
ness on September 3, 1953. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasurer 











A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable September 15, 1953 
to stockholders of record at the 
close of business September 1, 1953. 
A quarterly dividend of $.50 per 
share, has been declared on the 
Common Stock payable Sep- 
tember 10, 1953, to stockholders 
of record at the close of business 
August 27, 1953. 
CLIFTON W. GREGG, 
Vice-President and Treasurer 


August 5, 1953 


Ra A A Bi Bt Bi Ba I Ai 


Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 14 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 23 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able August 31, 1953, to stock- 
holders of record August 5, 
1953. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31, 1953. 


P.C. HALE, Treasurer 


July 17, 1953 


Sen he eee 
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ECONOMICS OF CAPITAL 
Corporate Ads of the Month 


“What happens if we do away with 
profits?” asks a current advertisement 
of the Union Oil Co. of California, call- 
ing attention to the subject by a picture 
of the farmer who was about to kill the 
goose that laid the golden egg. The text 
explains in five short paragraphs that 
“tools” are the basis for America’s high 
standard of living, that tools “are paid 
for by the shareowners of a business,” 
and that “if you destroy the profit in- 
centive, as continued high taxes could 
eventually do, you kill the goose that 
lays the golden egg. The ‘tool providers’ 
couldn’t be expected to risk their money. 
Without new tools, employees couldn’t 
continue to produce more. The flow of 
new and better products would dry up. 
There would be less wealth to share and 
a lower standard of living for America. 
So an economic climate that encourages 
profit and success is vital to all of us.” 


By way of direct illustration, the ad 
cites conditions in its own company, 
where each employee has $70,691 worth 
of “tools” at his disposal, 3% times as 
much as in 1927. Because of this his 
production of goods has increased 2% 
times, his wages (including fringe bene- 
fits) are three times as great, and his 
working hours are less. 


Another approach to the importance 
of tools appears in an advertisement of 
Warner & Swasey which begins, “Like 
the stubborn man who goes to the movies 
but takes off his glasses . . . Crazy? No 
more so than the workman who won’t use 
his new machine to its full production.” 
The text then discusses the fact that in- 
creased production does not “just put 
more profit into the pockets of the 
owners,” but makes it possible to pay 
the employees more. “The more a man 
produces, the lower its cost. That means 
more people will buy it, and so the 
worker’s job will be safer as well as 
higher paid.” 


The advertising program built around 
the four Faiths — in God, in Ourselves, 
in Our Fellow Men, in Freedom — which 
Texas and Pacific Railway has been con- 
ducting, recently included a picture of 
the westward trek of the covered wagons, 
with a modern public building sketched 
in the background, and the title, “In 
God We Trust.” The text observes that 
“if our country’s future is uncertain... 
if we are worried about tomorrow .. . 
then perhaps the time has come to put 
aside small things and turn once more 
to the faiths which made our nation 
great. Our country’s great leaders down 
through the years have shared a sure 
belief in God . . . in themselves . . . in 
their fellow men... and in freedom! 
In crisis and in peace they have placed 
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From Union Oil Company’s ad “What 
happens if we do away with profits?” 


their faith in God’s wisdom ... and in 
their own ability to work out their 
problems .. .” 


The faiths herein mentioned are, after 
all, the background which makes possible 
the use of money, the sale of bonds, the 
making of loans, and the operation of 
factories (instead of having idle ma- 
chines), as well as the building of rail- 
roads. 


“Broadening the Ownership of Amer- 
ican Industry” is the topic of the most 
recent ad in the centennial series of 
United States Trust Company of New 
York. The text — enlightened by draw- 
ings of the “then-and-now” variety — 
describes the spread of business owner- 
ship from the days when a person had 
to appear at the office of the company 
in order to transfer a share of stock, to 
the present when “title to millions in 
wealth is transferrcd in a few minutes 
without the presence of buyer or seller, 
and without kuowing one another’s identi- 
ty.” The part played by the trust com- 
pany in making possible this “democratic 
capitalism” is explained, as well as the 
fact that “this widespread ownership, by 
broadening the investor base of in- 
dustry, has immeasurably strengthened 
American capitalism.” 


“Meet the Boss!” This invitation heads 
a current ad of the First National Bank 
in Houston which points out that the 
real bosses of a bank are its stockholders, 
Using its own institution as illustration, 
the bank cites 832 stockholders, each of 
whom can vote according to the number 
of shares held, and none of whom owns 
as much as 7% of the shares. It ex. 
plains further that “before the First 
National takes any important step af- 
fecting the Bank’s basic organization, the 
stockholders are consulted, not one at a 
time but all 832 of them at the same 
time; they are fully informed, the ques. 
tion is stated, and they vote their free 
choice. All this makes for a strong Bank 
... that is in fact owned by community 
representatives.” 


Capitalabor Team 


PROFIT-SHARING PLAN GAINS 
IN STOCKHOLDER APPROVAL 


A recent survey of the 7,500 common 
stockholders of Pitney-Bowes, Inc., re. 
vealed that 81% of those responding ap- 
proved its profit-sharing plan, 21% fava- 
ed expanding the plan, and only 6% 
thought the program was of doubtful 
value and should be curtailed. Profit- 
sharing is the spark that can jump the 
psychological gap between the poles of 
capital and labor, company president 
Walter H. Wheeler, Jr., wrote in the 
July issue of The Exchange. Profits are 
a matter of employee concern and are 
fantastically misunderstood, he said. The 
margin of profit is small, yet labor and 
the public think that profits are excessive- 
ly large. The best corrective is a real 
participating interest through profit- 
sharing right on the job. 


PARADOX IN POLLS ON PROFITS 


Recent public opinion polls reveal wide- 
spread ignorance of the amount of real 
profits in American business, and the 
paradox that in many cases the same 
people who consider them too high, when 
asked what they would think was a fair 
rate, have mentioned a return as large 
or larger than the actual prevailing rate. 


This misunderstanding, which is the 
subject of a column by Edward H. Col- 
lins in the June 29 New York Times is 
explained by him on the basis of two 
common errors. Corporate profits are in 
reality profits after taxes, whereas they 
are often discussed without making that 
point clear and the uninformed person 
gets the impression that there is such 4 
thing as profits before taxes. The other 
mistake is in the basis of comparison 
used in the discussion. 


As an example of this common error, 
the author cites the facts that “profits 
before taxes” are currently running at 


(Continued on page 589) 
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ial Looxine FOR OIL is often like looking for 

it- the snark, a creature which has one very 

he odd characteristic: it doesn’t exist at all. 

: For oil is just about the most elusive 

‘a prey on earth. 

ie In spite of the difficulties of seeking 

re something which very often isn’t even 

he there, Cities Service geologists have 

" participated in opening up some of the 

yr greatest oil fields in America ... the 

. Oklahoma City, Eldorado, Kansas and 
East Texas discoveries, to name a few. 

As you read this, Cities Service geolo- 

-gists are tramping over Canadian tundra, 

; wading through Louisiana marshes, climb- 






ing mountains, breathing desert dust, 
seeking—and finding—oil for the rapidly 
growing needs of your Lome, factory, 
farm and automobile. 

Because of such men, America’s oil 
reserves are greater now than at any 
time in our history. 
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Officers’ Time Released 
Through Women 
Administrative Assistants 


Appointment of three women as Ad- 
ministrative Assistants in the trust de- 
partment of American Trust Company, 
Charlotte, N. C., has worked so well that 
the bank anticipates appointing more 
Assistants when circumstances warrant. 


The three ladies who have pioneered 
in the new position at the bank — Mrs. 
Lillian McEwen, Mrs. Nell Bennett and 
Mrs. Avis Eudy — had been with the 
bank ten, five and eight years respec- 
tively, and all three had a general fa- 
miliarity with the trust department’s 
bookkeeping, accounting and records. 
Mrs. McEwen was secretary to the late 
Word H. Wood, one of the bank’s 
founders, for five years, and spent an- 
other five years in the trust department, 
primarily in the tax division depart- 
ment. She is a business college graduate 
and has completed six A. I. B. courses. 


Mrs. Bennett graduated from Duke 
University and Croft Business School, 
was secretary and advertising assistant 
in the new business department, had 
charge of the will and life insurance trust 
files, and has done general secretarial 
work for trust officers. Mrs. Eudy also 
had business school training (Geyer Na- 
tional) and during her years with the 
department has worked as bookkeeper, 
secretary, mortgage loan teller, recep- 
tionist and cashier. 


All three, therefore, were prepared by 
training and experience for the new 
duties of Administrative Assistant and, 
what is equally important, all were en- 
dowed with friendly and cooperative 
personalities which enabled them to 
work efficiently with the whole depart- 
ment and to deal with customers in the 
absence of an officer. The duties of the 
new posts reveal why this type of train- 





Administrative Assistants in the trust de- 
partment of American Trust Company, Char- 
lotte, N. C. The three women, first to hold 
this new position in the bank, are, left to 
right: Mrs. Avis Johnson Eudy, Mrs. Nell 
Bennett, and Mrs. Lillian S. McEwen. 
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ing, experience and personality was im- 
portant. They include checking mail in 
the absence of an officer to see that ur- 
gent matters get prompt attention; an- 
swering routine correspondence, usually 
for officer’s signature; assembling in- 
formation for officer’s answer to unusual 
letters; preparing proper ticklers for 
complete administration of accounts; 
approving inventories and accountings 
prior to officer’s signature; transmitting 
instructions; assembling information for 
administration of an account or for a 
customer interview. 


Prior to appointment of the Assistants, 
the six officers of the department were 
so completely tied to their desks by the 
administrative duties of a growing num- 
ber of accounts that there was little or 
no time for selling, conferring with cus- 
tomers, or dealing with major problems 
of departmental operation. Creation of 
the new posts has proven an effective 
solution, and the bank now expects to 
make the program permanent, expanding 
the number of Assistants as conditions 
require, to include men as well as wo- 
men. 


A A A 


Second Tax Conference for 
Mid-South 


Lawyers from several Mid-South 
States are expected for the University 
of Mississippi's Second Annual Tax 
Program for Practicing Lawyers, sched- 
uled for August 31-September 4 and 
from September 7-11. The Program fol- 
lows the widely acknowledged May Con- 
ference in Estate Planning which was 
attended by more than 200 registrants 
representing six States. The August 31- 
September 4 session is an intensive 
basic course in the fundamentals of in- 
come, gift, and estate taxation, while 
the September 7-11 session will deal 
with estate planning at an advanced 
level. 


Sponsored by the School of Law, and 
the Department of Conferences and In- 
stitutes, both courses are open to attor- 
neys from the Mid-South, and illustra- 
ted bulletins describing the course and 
the “vacation” facilities of the Univer- 
sity available to registrants will be sent 
on request to the Department otf Confer- 
ences and Institutes. 


Faculty will include William J. Bowe, 
Vanderbilt Professor of Taxation, 
Joseph Trachtman, New York legal edi- 
tor of T.&E., and resident faculty of the 
University of Mississippi. Each regis- 
trant will receive a basic library of tax- 
ation texts and case materials. 


Estate Course for CLU’s 


{ Over forty chartered life underwriters 
attended an intensive two-week study of 
current life insurance problems on the 
University of Wisconsin campus, begin. 
ning July 20th. University President 
E. B. Fred and Dr. Charles C. Center, 
who heads insurance study in the UW 
School of Commerce, greeted the group. 


The daily schedule, together with dis. 
cussion leaders, follows: (First week) 
“The Will in Estate Planning,” George 
J. Laikin, Milwaukee attorney and Wis. 
consin legal editor for T.&E.; “The 
Trust in Estate Planning,” Daniel M. 
Schuyler, Chicago attorney; “Tax Sayv- 
ings by Gifts and Trusts,” Winfield 
Durbin, Chicago attorney; “Problems 
of Estate Administration,” Charles Rov- 
bik, vice president, Harris Trust and 
Savings Bank, Chicago; and “Current 
Social and Economic Problems,” Prof. 
E. A. Gaumnitz, UW Commerce School; 
“Income and Estate Tax Problems of 
Probate,” Harold Shircliffe, 
Chicago Title and Trust Co.; “A Prae- 
tical Analysis of the Thomas Case.” 
Lawrence G. Knecht, Cleveland attorney. 


Assets in 


(Second week) “Partnership Versus 
Corporation as Means of Doing Busi- 
ness,” Prof. George H. Young, UW Law 
School; “Valuation of Partnership In- 
terest,” Rollin B. Mansfield. First Na- 
tional Bank, Chicago: and “Income 
Tax Problems of Partnerships.” Ronald 
Mattox, Madison CPA; “Financing Part- 
nership Agreements.” Charles B. Me- 
Caffrey, Northwestern Mutual Life In- 
surance Co.,; “Special Problems of Pro- 
fessional Partnerships.” K. Raymond 
Clark, Chicago attorney; “Problems in 
Dissolution of Commercial Partner- 
ships,” Roland D. Hinkle. Equitable 
Life Assurance Society, Chicago. 


A A A 


New York Bankers Hold 
Public Relations School 


The sixth annual Bankers School of 
Public Relations, sponsored by the New 
York State Bankers Association and 
held at Syracuse University, met this 
year July 26-31 with 119 executives 
enrolled. The student bankers represent 
22 counties of New York besides Con- 
necticut, Delaware, and Ontario, Can- 
ada. 


A group of the school’s alumni for 
the first time returned for a one-day 
workshop including lecturers and panel 
presentations. The alumni, who came 
from Massachusetts and 16 counties of 
New York, have previously completed 
two summer sessions of one week each. 
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(Continued from page 586) 


a rate of $40 billion annually. The com- 
parable figures for 1929 and 1943 would 
be $10.3 billion and $25 billion respec- 
tively. The full truth, however, requires 
the additional statements that “profits 
before taxes” are meaningless. Profits 
after taxes are at the annual rate of 
$17.9 billion, less than half of the $40 
billion. Furthermore, 1929 had an $87 
billion economy while that of today is 
§290 billion. ““Even since 1943, what with 
inflation on the one hand, and physical 
expansion on the other, dollar dimensions 
of the economy have more than doubled.” 


EMPLOYEES Buy COMPANY STOCK 

Under a stock purchase plan in which 
the Sun Oil Co. contributes one dollar 
for every two dollars invested by em- 
ployees, certificates for 130,455 shares, 
worth approximately $9,250,000, are be- 
ing distributed to 7,571 employees. In 
total shares distributed and in the num- 
ber of men and women who benefited, 
this plan — the 23rd in a series which 
matures annually broke all records. 
Now employees comprise almost one-half 
of Sun’s 15,277 stockholders. 





The Surplus Fund of each plan ac- 
cumulates stock from various sources, 
and in practice each employee receives 


about 1% additional shares for every 
share he purchases. 
Philadelphia Electric Co. employees 


subscribed for 105,148 shares of the com- 
pany’s common stock under an employee 
stock purchase plan which ended July 1. 


Subscriptions were received from 2902 
employees and annuitants, representing 





more than % of the employee body, and 
exceeding by 589 the number who par- 
ticipated in the last stock offering four 
years ago. 


While only 100,000 shares were author- 
ized for this particular employee offer- 
ing, steps are being taken by the Com- 
pany to make available enough additional 
shares to fill all orders. 


EMPLOYEE BENEFIT PROGRAMS 
NEED CAREFUL STUDY 


Security has always been a matter of 
primary concern to the worker and his 
family, and some measure of protection 
beyond individual responsibility seems 
not only warranted, but inevitable. A 
survey made by the U. S. Chamber of 
Commerce shows that the percentage of 
wages paid in the form of special bene- 
fits to workers in this nation increased 
from 14.8% in 1947 to 16.8% in 1949 
and 18.7% in 1951. Since then the rate 
of increase has been even greater. 


Discussing this situation, H. C. Mc- 
Clellan, president of Old Colony Paint 
& Chemical Co., Los Angeles, wrote in the 
July, 1953, Dun’s Review that the ex- 
pansion of employee benefit plans has 
been too fast for wisdom. Many em- 
ployees would prefer different arrange- 
ments or perhaps even the additional 
cash, he thinks, and employers are dis- 
satisfied because they expected better 
employer-employee relations to ensue, and 
do not find it so. Some flexibility in types 
of benefits is desirable, Mr. McClellan 
suggests, and further in-plant educa- 
tional programs “as a means of develop- 
ing true evaluation of benefits delivered.” 


The amount of protection which can 
be purchased as a charge against pro- 


sesenemmmaenesamemmeemca tessa 


Pittsburgh’s | 


|+—- Oldest 


PEOPLES; 


Trust 


Company 


coer 1863 


BANK & TRUST COMPANY 
_ Pittsburgh 30, Pa. 


Aucust 1953 





-NATIO! NAL 







duction is limited, the author states, and 
if we exceed what we can afford, we will 
some day be forced to reduce this type 
of protection to what we can pay for. 
It is his contention that we have “in 
many instances, already committed our- 
selves to more than can be met as an 


obligation in the future.” 


SWITCH ON TOURS 


A new switch on the educational tour 
program was introduced by John D. 
Bainer, president, Merchants National 
Bank & Trust Co., Meadville, Pa., when 
he ran a half page newspaper ad telling 
about a group of college students who 
toured the bank, and inviting other 
groups to arrange for a similar visit. 
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Taxes on Settlements 
(Continued from page 562) 


tate, thereby defeating Congressional 
intent to include such interest of a 
surviving spouse. For this reason it 
excluded as a deduction all claims 
based only upon agreements of 
spouses. Divorce decrees are not col- 
lusive but adversary in their nature. 
Such decrees do not subvert Con- 
gressional intent because the dower 
or curtesy interest of a spouse would 
not and could not survive the divorce, 
and, therefore, would never be in- 
cluded in gross estate under the 
statute in question.” 


Here a reason is stated for distinguish- 
ing in marital property settlements be- 
tween those made before or during 
marriage and those made on divorce 
or legal separation. 


Incorporation by Court 


Merrill v. Fahs incorporated the pro- 
vision of Section 812(b), that release of 
marital property rights was not ade- 
quate and full consideration in money 
or money's worth, into Section 1002 of 
the Gift Tax provisions and imposed 
the Gift Tax on a marital property 
settlement not followed by divorce or 
legal separation. The question then arose 
whether marital property settlements 
decreed by the court granting the di- 
vorce or legal separation are subject to 
the Gift Tax. Here the settlement is 
founded upon the decree of court and 
not a promise or agreement of the 
transferor spouse. The rule that no Gift 
Tax liability arises in this situation was 
first established in Comm. v. Converse" 
and then more recently in Harris v. 
Comm.'* 


This rule means that the limitation on 
the effect of the last sentence of Section 
812(b) is also a part of the Gift Tax. 
This limitation is that no transfer 
founded upon an obligation imposed 
upon the transferor by law instead of 
a promise or agreement will be subject 
to the Gift Tax regardless of the ade- 
quacy or fullness of the consideration 
therefor. 


“Founded” 


As applied to a marital property 
settlement on divorce or legal separation 
then, the last question is: when is the 
transfer of the property to the receiving 
spous: “founded” upon a promise or 
agreement of the transferor-spouse and 
when is it founded upon the obligation 
imposed upon him by law. The answer 


1163 F. (2d) 131 (C.C.A. 2, 1947). 


12See footnote 2. 
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is that all property settlements followed 
by divorce or legal separation are 
“founded” upon an obligation imposed 
by law and not by the transferring 
spouse’s promise in a separation agree- 
ment when such promise or agreement 
merely liquidates his obligation im- 
posed by the state law that the court 
granting the divorce or legal separation 
would otherwise liquidate for him. 


The fact that he elects to settle his 
liability in a contract with the other 
spouse rather than to trust to the dis- 
cretion of the court concerning its 
amount does not make the property 
settlement any the less founded on the 
obligation imposed by law rather than 
a promise or agreement. This situation 
is no different from compromising the 
tort liability by the promise or agree- 
ment that resulted in the claim deducti- 
ble from the taxable gross estate in the 
Smith case, already discussed. 


The Tax Court was motivated by this 
idea when it decided the first case that 
raised the question of Gift Tax liability 
for a marital property settlement on 
divorce or legal separation. In Herbert 
Jones'® the Court distinguished the sit- 
uation of a marital property settlement 
not followed by divorce or legal separa- 
tion by stating that the transfer on 
divorce in this case was “in settlement 
of a present and existing liability.” The 
wife “was entitled to have the court 
determine the value of that right and 
set aside its amount from her husband’s 
estate, unless the parties themselves did 
so by agreement.” Since this case was 
decided before Merrill v. Fahs. the Tax 
Court did not have Section 812(b) as 
incorporated into Section 1002 to inter- 
pret and therefore held that a property 
settlement on divorce was in the ordi- 
nary course of business at arm’s length 
and free from donative intent and was 
therefore not subject to the Gift Tax 
within Regulations 108, Section 86.8 
interpreting Section 1002 in this way. 

The Court still clung to this view, 
even after Merrill v. Fahs was decided, 
by distinguishing that case as one of a 
marital property settlement not followed 
by divorce or legal separation. Then 
after 1947 the Converse case, when the 
settlement was decreed by the court 
granting the divorce or legal separation, 
offered additional support for the rule 
of no Gift Tax liability for marital 
property settlements on divorce or legal 
separation. 


Distinction Destroyed 
Harris v. Comm. abolished the dis- 


13] T.C. 1207 (1943). 





tinction with respect to liability for 
the Gift Tax between contractual mari. 


tal property settlements without divorce 


or legal separation and those on divorce 
or legal separation. The Supreme Court 
held, nevertheless, that a_ settlement 
founded upon a decree of divorce was 
not founded upon a promise or agree. 
ment, even though the parties had made 
a written agreement for the settlement, 
and hence was not subject to the Gift 
Tax. In this case the separation agree. 
ment providing for the marital property 
settlement was not to be effective unless 
a divorce were granted and was to be 
incorporated into the decree. but was to 
survive thereafter. The decree incorpo- 
rated the agreement and part of the 
property settlement was executed there. 
after. 


With the distinction destroyed be. 
tween contractual marital propert 
settlements made without divorce or 
legal separation and those made upon 
divorce or legal separation, the Tax 
Court has now held that marital pro- 
perty settlements executed before entry 
of the decree of divorce or of separate 
maintenance and not conditioned there- 
on are founded upon the transferring 
spouse’s promise or agreement and not 
the decree of court and hence are sub- 
ject to the Gift Tax. George GC. McMur. 
try'* and Paul Rosenthal.'” 


A marital property settlement, how- 
ever, can be founded upon an obligation 
imposed by law, even though in execu- 
tion of a promise contained in a written 
separation agreement on divorce or 
legal separation and even though exe- 
cuted before the divorce or separation. 
This conclusion is evident when _ the 
court granting the divorce or lega 
separation does not provide for the 
spouse whose rights are granted bi 
state law because the parties have 
already made such provisions in 4 
marital property settlement previous 
executed. In other words, the fact that 
a divorce or legal separation follows 
the marital property settlement is evi- 
dence that such settlement was in satis- 
faction of the obligation of the trans- 
ferring spouse imposed by law and no! 
by his voluntary promise or agreement. 


On the other hand, a property settle- 
ment pursuant to a decree of court is 
not founded on an obligation imposed 
by law when the decree merely enforces 
or authorizes compliance with an obli- 
gation already incurred by contratt. 





416 T.C. 168 (1951), affirmed on this issté, 
203 F. (2d) 659 (C.A. 1, 1953). 


1517 T.C. 1047 (1951). 
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This distinction is especially evident in 
gifts to children of the transferor.’ 
Transfers of property then are founded 
on the underlying obligation that is the 
reason for the transfer and not the con- 
tractual settlement or decree of court 
that merely fixes the amount required 
to discharge it or enforces it. 


Relationship to Alimony 


If a written separation agreement 
provides for periodic payments for the 
other spouse either for her life or over 
ten years, is made because of the mari- 
tal or family obligation between the 
parties, and is incident to (part of) 
the divorce or legal separation, then 
such payments thereafter are to be in- 
cluded in the gross income of the re- 
ceiving spouse and are to be deducted 
from the gross income of the paying 
spouse under Sections 22(k) and 23(u) 
of the Code. According to the House 
Ways and Means and Senate Finance 
Committees, such a written separation 
agreement merely makes specific the ob- 
ligation imposed by law on the paying 
spouse by reason of the family or mari- 
ial relationship between the parties.’ 


The courts are rapidly developing 
rules that determine when a_ written 
separation agreement is “incident” to 
a divorce or legal separation and is 
“because of the marital or family rela- 
tionship” between the parties. These 
rules offer a standard to determine when 
a property settlement in such a separa- 
tion agreement on divorce or legal 
separation is founded upon an obliga- 
tion imposed on the transferor-spouse 
by law and is therefore not subject to 


the Estate and Gift Tax. 


The questions of the Income Tax on 
alimony payments and Estate and Gift 
Taxes on marital property settlements 
on divorce or legal separation often 
arise in the same case. Congress has 
indicated in the legislative history of 
Sections 812(b) and 22(k) that the 
rules for determining liability for these 
taxes should be the same. They can be 
the same if Sections 812(b) and 1002 
are interpreted in the light of Section 
22(k). 


Favored Rule 


The interpretation here suggested 
can be accomplished only in harmony 
with existing precedents. Thus the 


; Paul Rosenthal, supra, n. 15, affirmed on this 
issue, F. (2d) (C.A. 2, 1953), and Lois J. New- 
man, 19 T.C. (1953). 





“House Report No. 2333, 77th Congress 1st Ses- 
sion, July 14, 1942, and Senate Report No. 1631, 
Tith Congress 2nd Session, October 2, 1942, 1942-2 
Cum. Bull. 372, 428, 504, 568 (1942). 
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Harris case has drawn as the distinction 
between taxable and nontaxable marital 
property settlemen‘s those founded upon 
a promise or agreement and _ those 
founded upon the decree of divorce or 
of separate maintenance. The Court of 
Appeals held in McMurtry v. Comm.'® 
that a marital property settlement ap- 
proved by the divorce decree and exe- 
cuted thereafter, even though not ex- 
pressly dependent upon the decree, was 
founded upon the decree and hence was 
not a taxable gift. 


In addition a marital property settle- 
ment that meets all of the requirements 
of Section 22(k) is “founded” upon the 
decree of divorce or of separate main- 
tenance and not the promise or agree- 
ment contained in the prior marital 
property settlement. This is true, even 
though the settlement is executed before 
the divorce or legal separation and is 
not in form dependent upon the result 
of the judicial action. The promise o1 
agreement then merely makes specific 
the obligation at law of the transferor- 
spouse that the decree would otherwise 
make specific and enforce. 


Such a rule will carry out the intent 
of Congress as manifested when it en- 
acted those provisions of Section 812(b) 
here considered and the corresponding 
Gift Tax sections. Only time will tell 
whether the judicial development of the 
Harris case will be along this line. 


18203 F. (2d) 659 (C.A. 1, 1953), reversing on 
this issue, 16 T.C. 168 (1951). See also Estate of 
Myles C. Watson, 20 T.C. (1953) (estate tax). 
Contra: Bank of New York v. United States, F. 
Supp. (S.D.N.Y., 1953). 


Tax Dollars ; 


at a Discount 


A recent bulletin issued by the Fed- 
eral Reserve Bank of Chicago serves 
to remind that certain United States 
Treasury Bonds, which are redeemable 
at par and accrued interest at the option 
of the executor or administrator of a 
decedent’s estate for the purpose of pay- 
ing Federal estate taxes, are selling al- 
most eight per cent below par. The 
issues listed in Supplement F to Opera- 
ting Circular No. 15, revised March 2, 
1953, are: 


SERIES DATED DuE 
2%’s 1962-67 May 5, 1942 June 15, 1967 
2%’s 1963-68 Dec. 1, 1942 Dec. 15, 1968 
2%’s 1964-69 Apr. 15, 1943 June 15, 1969 
2%’s 1964-69 Sept. 15, 1943 Dec. 15, 1969 
2%’s 1965-70 Feb. 1, 1944 Mar. 15, 1970 
2%4’s 1956-59 Feb. 1, 1944 Sept. 15, 1959 
2%’s 1966-71 Dec. 1, 1944 Mar. 15, 1971] 
2%’s 1967-72 June 1, 1945 June 15, 1972 
2%4’s 1959-62 June 1, 1945 June 15, 1962 
2%’s 1967-72 Nov. 15, 1945 Dec. 15, 1972 
2%’s 1959-62 Nov. 15, 1945 Dec. 15, 1962 
234’s 1975-80 Apr. 1.1951 Apr. 1, 1980, 


The privilege of redemption at par 
applies only to the extent that the pro- 
ceeds—including interest—are actually 
owned by the decedent at the time of 
his death and formed part of his estate. 
The latter condition is satisfied if the 
bonds are held in a trust which is 
revocable by the decedent or whose 
assets he may dispose of by will. 


A similar circular was subsequently 
issued by the Federal Reserve Bank of 
New York. 


PALM BEACH SERVICE 


THE OLDEST ESTABLISHED AUCTION GALLERIES IN PALM 
BEACH offer you a most unique Service in the liquidation of Complete 
Estates or disposal of important single items of furniture, works of art, 


fine jewels, silver, etc. 


The reputation of Trosby Galleries has been established in handling 
some of the most famous estates in America and its clientele is represen- 
tative of the Palm Beach colony. Your confidential inquiries are invited. 


Milton 
Freshman 
President 


Trosby 


'NCORPORPATED 


AUCTION 


Galleries 


211 Royal Poinciana Way 
PALM BEACH, FLORIDA 


A. L. Rosin 
Secretary 
Treasurer 
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HARRIS Trust 6% 
and Savings BAN K 


Organized as N. W. Harris & Co. 1882—Incorporated 1907 


115 W. MONROE STREET, CHICAGO 90 





STATEMENT OF CONDITION 


June 30, 1953 


RESOURCES LIABILITIES 


Cash on Hand and Due from Banks. . .$186,203,016.83 Demand Deposits..... $542,363,116.71 


U. S. Government Securities ..... 150,163,401.18 Time Deposits........ 80,263,279.37 


as _ Total Deposits....................$622,626,396.08 

State and Municipal Securities... 50,815,847.83 
Dividend Payable July 1, 1953....... 360,000.00 

Other Bonds and Securities........... 2,535,593.67 
Acceptances and Letters of Credit ..... 968,084.59 


Loans and Discounts................ 275,412,863.87 


Reserves for Taxes, Interest, etc....... 


Federal Reserve Bank Stock.......... 840,000.00 General Contingency Reserve......... 8,030,558.41 
Customers’ Liability on Acceptances Capital..............$ 12,000,000.00 
and Letters of Credit............... 968,084.59 
Surplus.............. 16,000,000.00 


Accrued Interest and Other Resources... . 2,388,954.12 


Undivided Profits..... 6,452,809.72 


2,375,000.00 Total Capital Funds....... 


.. .. $671,702,762.09 GAs 4k deen ew ban 


United States Government Obligations and Other Securities carried at $67,596,192 are pledged 
to secure Public and Trust Deposits and for other purposes as required or permitted by law. 
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. 934,452,809.72 
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GUY E. REED 
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“ESTATES, TOO, CAN WEAR AWAY 
tiles a picture of erosion on a vast 
sale in the far west used by Hamilton 
National Bank of Chattanooga. The text 
states that the three main causes of 
“estate erosion” are No Wills. Home- 
made Wills and Inexperienced Execu- 
tors. 


? 


“The Seven Pillars of Trust Service,’ 
are both title and substance of a Detroit 
[rust Co. ad on the back cover of the 
summer issue Quarterly. The Pillars are 
listed as Continuous Existence, Estab- 
lished Financial Responsibility, Special- 
ized experience, Group judgment, Confi- 
tential administration, Accessibility, and 


ae 
| THE SEVEN PILLARS OF TRUST SERVICE 
1g 
A gee 


\ccountability. Beside the artist’s seven 
jillars stands a photograph of the bank’s 
own pillared facade. The inside front 
ind back covers also are used for trust 
idvertising. One describes a widow 
who learned from experience that man- 
aging her husband’s affairs “tied her 


hands” while trust services left her 
free. The other, entitled “Memorandum 
to Executives and other busy people,” 
stresses investment management. 


“He lived with death . . . but died 
without a will,” announces an ad from 
Lincoln National Bank & Trust Co. of 
Syracuse, N. Y., which pictures the 
death scene of President Lincoln. The 
ad states that Lincoln “knew the appall- 
ing burdens death imposes on those 
who are left,” but “he made no pro- 
tision for his own death . . . his estate, 
otaling $110,295, was not settled for 
nore than two years ... Mrs. Lincoln 
vas forced to sell her personal effects 
it public auction . . . It can happen to 
‘nyone — and shouldn’t.” Five reasons 
‘or naming a bank as executor are set 
forth in a separate section of the ad. 


“For want of a Will . . . your home 
may be lost to your family.” Manufac- 
urers National Bank of Troy, N. Y., 
tells its readers in an ad which explains 
that a will should incorporate the pro- 
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ATTENTION ARRESTERS IN TRUST ADS 


visions of a sound estate plan that takes 

into account the inevitable taxes and 

expenses. In its illustration the ad shows 

a home marked with a sign, “For Sale 
. will sacrifice to settle estate.” 


“Made in Korea” titles an ad which 
explains that the costs of the Korean 
war will keep living costs high and 
create a problem for many widows. 
First National Bank, Akron, advises 
that “every husband owes it to his 
family to transfer his estate in a way 
that will incur minimum taxes and 
costs.” 


“Where is your will?” asks Com- 
merce Union Bank, Nashville, with a 
picture of a man’s hands placing such 
a document between files on a shelf. 
If a will names the bank executor or 
trustee, Commerce Union continues, 
they will give it protection and availa- 
bility in the will file in their vault. “Plan 


your will thoughtfully — have your 
lawyer write it — place it in our cus- 
tody — and you will take the most 


' : : <> 
important step in making your family’s 
future secure.” 


“Are your Pension Dollars going as 
far as they could — and should?” With 
this question Chemical Bank & Trust Co. 
of New York uses a broad, outlined 
question mark filled in with overlapping 
“dollars,” and the text states that the 
bank’s “wide experience with hundreds 
of plans in all kinds of industries” may 
help the reader obtain better cost con- 
trol or more employee benefits without 
increasing annual expenditure. 


“Virginia Trust was eleven years old.” 
That statement would interest the reader 
more if he could see the drawing of the 
Wright brother’s airplane at Kitty Hawk 
in 1903, which the ad of Virginia Trust 
Co., Richmond, features above the head- 
ing. The text includes the following: 
“Now a half century later we are 61 
years old — an age perhaps when old 
men shall dream dreams. But our 


thoughts are on the future — a future 
of continuing efficient, courteous, up-to- 
date service to Virginians in every trust 
and banking capacity. And together with 
the consciousness that ours is still a 
vision comes the realization that our 
wish has been granted, and our hearts 
are very grateful.” In a column on the 
side of the ad, headed, “Over 700 Years 
of Faithful Service,” Virginia Trust lists 
its officers and personnel, giving in each 
case the length of company service. 


Taking advantage of the current pub- 
licity on the new motion picture projec- 
tion, Rockland-Atlas National Bank of 
Boston heads an ad: “Wills have 3 


Dimensions.” Text explains they have a 





past, present and future, pointing out 
the importance of will reviews because 
“what happens today or tomorrow may 
seriously affect the bequests you made 
yesterday.” - 


“Satisfied Beneficiaries” is a story 
of the “family” business which Canada 
Trust Co., of London, Ont., conducts — 
“the administration over the years of 
the estates of several generations of the 
one family.” While this ad mentions the 
“friendliness” of a “trained staff,” and 
speaks of “efficient administration,” its 
emphasis is wholly on the thought that 
a satisfied customer is the best adver- 
tisement. 


In its ad entitled, “Our continued 
checkup on your investments costs so 
little’ The First National Bank of Chi- 
cago gets across the idea of the services 
of an entire staff by using a large check 
mark made up of 43 men standing in 
rows and all “checking” on the custom- 
er’s investment report. 


“If you don’t see what you want... 
Ask for it!” says an ad from First 
National Bank, Fort Worth, which pic- 


tures a salesman in the grocery store — 





From Virginia Trust Co. advertisement. 








except that the groceries are packages 
labeled with the names of different bank 
services. One of these is “Trust Ser- 
vices.” 


A A A 


TRUST BOOKLETS 


Eight items make up a set of 814” x 
334” booklets and folders currently in 
distribution by Marine Trust Co. of 
Western New York, Buffalo. “The Com- 
mon Trust Fund” explains the How 
and the Why of that type of trust in- 
vestment, covering most of its informa- 
tion by the question-and-answer method. 
“Which of these duties will confront 
your executor for the first time?” sums 
up in six pages the advantages of a cor- 
porate executor which arise from its 
large experience in the field. “A stitch 
in time saves $7,229 — one of a series 
of folders called “Modern Maxims for 
Estate Owners” — describes how Mr. 
T. learned from his trust officer that 
the objectives set forth in his will could 
be accomplished by another method and 
save money for the family. Another in 
the same series is “Whatever goes up 
does not have to come down!” In this 
case the reference is to taxes, especially 
estate taxes, and the folder recommends 
that “if you don’t know what tax your 
estate will have to pay, (you should) 
find out without delay.” A folder on 
Life Insurance devotes two pages to 
describing not only the different ways 
in which insurance can be valuable in 
estate planning, but also some of the 
important th'ngs to remember when 
determining how and to whom the pro- 
ceeds are to be paid. It is called, “We 
have never heard a widow say, My hus- 
band earried too much life insurance.” 
The various ways in which an invest- 
ment management account can prevent 
“money loss” and “time loss” are briefly 
presented in the folder, “When the boss 
is busy . . . money takes it easy.” “What 
Every Husband Should Know” is a 
convenient check list regarding one’s 
will, life insurance, disability insurance, 
social security, family records, business 
interests, bank accounts and investments. 
There is also a section on personal prop- 
erty and real estate, and a suggestion 
that an annual review is desirable for 
which the bank will furnish additional 
copies on request. Largest of the book- 
lets — and one which has met with a 
distinctly favorable reaction — is “An- 
swering 64 questions most frequently 
asked about wills and trusts.” 


“First National Comments” on_ to- 
day’s estate-planning problems recently 


594, 


appeared as the first issue of a new 
publication by First National Bank of 
Atlanta. Addressed to “our customers 
and other friends,” the four-page 
pamphlet promises to “bring you facts 
about plans for the future management 
of estates, wills and trusts. investment 
supervision.” The first issue is devoted 
to a discussion of marital deduction 
provisions, and to the importance of 
selecting an experienced executor, more 
particularly the corporate fiduciary. 


“How Much Will It Cost?” was the 
theme of the June “Trust Thought of 
the Month” published by Public Nation- 
al Bank & Trust Co., New York. The 
methods of computing the bank’s 
charges for serving as executor and 
trustee are stated clearly. 


EXPERIENCED PROPERTY MANAGEMENT 


i 






—f 
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You keep control... we do the work 


From U. S. National Bank of Portland, Ore., 
monthly folder. 


A new booklet, “Metropolitan Found- 
ation of Atlanta,” using both direct 
statement and the question-and-answer 
technique, sets forth the purpose of the 
foundation and gives practical informa- 
tion about bequests, living trusts, chari- 
table objectives, the Distribution Com- 
mittee of prominent citizens, and the 
trustees, which are the city’s four larg- 
est banks: First National Bank, Citizens 
& Southern National Bank, Fulton Na- 
tional Bank and the Trust Company of 
f;eorgia. Funds for the Foundation are 
left in trust to any of the participating 
hanks, the donor selecting which he may 
refer, 


A booklet — “To Assist You in Man- 
aging Your Investments” — is offered 
in a Guaranty Trust Co. of New York 
advertisement which states that “many 
security owners — both men and 
women — find they get the kind of 
investment assistance best suited to 
their individual preferences and needs 
through an Investment Service Account 










as described in this booklet.” A brief 
paragraph summarizes how such an 
account can be opened and terminated, 
as well as the fact that it does not affect 
ownership and that the customer can 
still direct investments. Significantly, 
the booklet pictured is held by the 
braceleted hand of a woman. 


In a somewhat different format, 
Liberty Bank of Buffalo is using a series 
of processed promotion letters. No. | 
begins “It is not true that ‘anyone’ can 
settle an estate efficiently and economic. 
ally.” In three short paragraphs it ex- 
plains that: there are 50 to 100 impor. 
tant duties which demand careful atten. 
tion for months; the bank costs no 


more than an inexperienced executor yet | 


provides safeguards which an individual 
cannot supply; and the officers will 
take a sincere interest “in the welfare 
of those interested in your estate.” 


Letter No. 2 further develops the 
thought of reducing settlement costs by 
prompt and efficient administration. 
The third letter emphasizes—and lists— 
the safeguards which the bank can sup- 
ply as executor and trustee. The final 
letter of the series discusses the value 
of specialized training and experience. 


A 56-page booklet on “Life Insurance 
Trusts” of particular interest to profes- 
sional estate planners has been written 
by John M. Zuber, now vice president 
and trust officer of Republic National 
Bank of Dallas. Citing the “boom and 
bust” history of life insurance trusts 
in the twenties and early thirties, the 
author points out that revival of inter- 
est in these trusts since that period has 
been “based upon intelligent planning.” 
He discusses what a life insurance trust 
is and whether it is in competition with 
settlement options; the various uses of 
the trusts including liquidity, flexibility 
and “special situations”; and the taxa 
tion of trusts. The book contains a table 
showing the effect of the various Stale 
laws upon the right of a spouse to elect 
against the will, and whether marriage 
subsequent to a will revokes that will. 
Another table gives the Federal estate 
tax (a) without marital deduction. and 
(b) with maximum marital deduction, 
for selected sizes of net estates ranging 
from $65,000 to $20,000,000 (before 
$60,000 exemption and the marital de- 
duction). There is also a typical revoc- 
able life insurance trust agreement in 
full form. The booklet is available 
through D. D. Staples Associates of 
Richmond, Va. 
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A BANK IS KNOWN BY THE CORRESPONDENTS IT KEEPS... 
















A Louisiana Bank President Says — ee 


*«..We value your opinion greatly and, because 
we think so much of it, we may at times over- 
step the bounds of propriety. If so, let us know.’ 


> 


(We never have yet.) 


(name upon request) 


THE HANOVER BANK 


Insurance Corporation 


Member Federal Deposit 
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TRUST ACCOUNTING AND AUDITING 







Part I: Laws Governing Trust Administration 


HERBERT S. CROFT 


Vice President & Trust Officer, The Alamo National Bank of San Antonio, Texas 


HE SOURCES THAT ONE looks to for 
j pera as to the Bank’s responsi- 
bilities to its customers for its Trust 
Department are: 


A — The trust instrument itself, 


B— The law of trusts, estates, and 
guardianships, 


C — Governmental Regulations, 


D — Principles and policies of banks 
and trust companies. 


A — The Will or Trust Agreement is 
the primary source of the powers, duties 
and responsibilities granted to or im- 
posed upon executors and trustees. It is 
the Bible for the trust officer and the 
auditor. 


B—A summary of the legal respon- 
sibilities of a Bank may be found in the 
following: 


Restatement of Law of Trusts: The 
Bank is responsible for seeing that its 
Trust Department :— 


1. Administers the trust, once it has 
been accepted. 


2. Administers the trust solely in the 
interest of the beneficiary, dealing fair- 
ly with him and communicating to him 
all material facts about the trust that 
the bank knows or should know. 


3. Does not delegate to others the 
doing of acts which the bank itself can 
reasonably be required to perform. 


4. Keeps and renders clear and accur- 
ate accounts. 


5. Furnishes complete and accurate 
information about the trust property and 
permits reasonable inspections and au- 
dits. 


6. Exercises all the care and _ skill 
that the bank has, even though it be 
more than that of a man of ordinary 
prudence. 


7. Takes and keeps control of the 
trust property. 

8. Uses reasonable care and skill to 
preserve the trust property. 


9. Takes reasonable steps to realize 
on claims held in trust. 


10. Defends actions brought against 
the trust estate. 


11. Keeps the trust property separate 
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from the bank’s property and from that 
of other trusts. 


12. Uses reasonable care in selecting a 
depository-bank for trust funds, ear- 
marks the trust deposit, does not leave 
the money on deposit too long, and does 
not enter into any agreement with the 
depository that might prevent immediate 
withdrawal. 


13. Uses reasonable care and skill to 
make the trust property productive. 


14. Pays income to the beneficiary as 
provided in the trust instrument or at 
reasonable intervals. 


15. Deals impartially 
among the beneficiaries. 


between or 


16. Co-operates with co-trustees so as 
to prevent breaches of trust. 


17. Acts in accordance with the in- 
structions of anyone—(settlor, benefici- 
ary or other adviser) — who is author- 
ized to give the trustee instructions. 


Uniform Trusts Act:—In addition, 
unless the trust instrument otherwise 
provides, some of the specific powers, 
duties and responsibilities of trustees 
are set forth in the Uniform Trusts Act. 
Some important questions posed by the 
Uniform Trusts Act, as adopted in 
Texas are:— 


Sec. 3—-Has the bank as trustee lent 
funds to itself (other than secured de- 
posits) or lent funds to an affiliate, any 
director, officer or employee? 


Sec. 4—Are trust funds on deposit 
in the banking department collateral- 
ized by securities deposited with the 
trust department at a market value equal 
to the amount of the deposit? 


This is the first of a series of articles 
based on an address before the Southern 
Regional Conference of the National As- 
sociation of Bank Auditors and Comp- 
trollers in Houston. It is a comprehensive 
presentation of the fundamental duties 
of a fiduciary with respect to administra- 


tion, accounting, auditing and examina- 
tion. Of special value to bank auditors 
and new trust personnel, these articles 
will be collected and published in pamph- 
let form at the conclusion of the series if 
the demand warrants. 





Sec. 5—Has the bank as _ trustee. 
bought or sold any trust property from 
or to a director, officer or employee? 
Except: 

1. A sale of bank stock by court 

order. 

2. The exercise of rights to purchase 

additional stock —when 


(a) the retention of original 
stock is authorized in the trust 
instrument. 


(b) the exercise of the rights 
is consistent with the Prudent 
Man Rule. 

Sec. 6—Has the bank. as trustee of 
one trust sold property to another trust 
of which it is trustee? Except: U. S. 
Government bonds, etc. which may be 
sold at current market values. 


Sec. 7a—Has the Trust Committee 
purchased for a Trust, shares of the 
bank’s own stock? 


Sec. 7b—Has the bank, as executor or 
trustee, exercised rights to purchase 
additional shares of its own bank stock 
when the Will, Trust Agreement or Court 
Order does not specifically authorize the 
bank to retain its own capital stock in 
the Trust? 


Sec. 7c-—Has the Trust Committee 
exercised prudence and discretion in 
retaining its own bank stock originally 
deposited in a Trust? 


Sec. 8—Where the instrument is 
silent regarding voting shares of stock 
of a corporation, does the Trust Officer 
wrongfully execute proxies giving full 
power of substitution to a proxy? (a 
trustee cannot delegate discretionary 
duties) As to voting your own bank 
stock held in trust, the Banking Act of 
1933 provides that it cannot be voted 
for the election of directors, unless the 
donor or beneficiary is given the right. 
and actually does it! Further, the num- 
ber of votable outstanding shares is 
reduced by such non-votable shares. 


Sec. 11—If the Trust Instrument is 
silent and the bank acts as a co-trustee, 
do a majority of the trustees exercise 
all powers and authority? (If not, non- 
joining trustees are not liable.) 
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Uniform Principal and Income Act:— 
Unless the trust instrument otherwise 


provides, some of the sections of this 


Act, as adopted in Texas, pose the 
following questions :— 


Sec. 3—Disposition of Income and 
Principal, 


a. Are rents, usual cash dividends 
and interest, properly credited to in- 
come? 


b. Are the following receipts of 
money properly credited to principal? 
1. The considerations for the sale 
or transfer of property. 
2. The granting of options for the 
sale or transfer of property (not a 
leasing or letting). 


3. Repayment of loans. 
4. Liquidations of assets. 


5. Proceeds of property taken by 
eminent domain (where _ separate 
awards to the life tenant and remain- 
derman are not made). 


6. Proceeds of insurance (except 
where issued for the benefit of either 
the life tenant or remainderman 
alone). 


7. Refunds, or replacements, or 
changes in form of principal. 
c. Are profits or losses resulting 
fom a change in form of principal 
properly credited to, or charged to 
principal ? 


d. After the deduction of all proper 
«penses and reasonable reserves, is all 
income paid to the life tenant? 


e. Are the Trust Assets being prop- 
tly held for ultimate distribution to 
he remainderman ? 





Sec. 4—Apportionment of Income. 


a. When the interest of a life tenant 
terminates, is the net income from sub- 
sequent rents, interest or annuities 
properly apportioned between the life 
tenant (or his representative) and the 
person next entitled to the income? 


Sec. 5—Stock Dividends and Rights 


to Su bscribe. 


b. Are 


principal ? 


stock dividends treated as 


c. Are all cash dividends or divi- 
dends in stock of other corporations 
treated as income? (Unless the declar- 
ing corporation designates the source 
thereof as capital assets. ) 


d. Where the Trustee has an option 
of receiving a dividend in cash or stock 
of the declaring corporation, has it been 
properly credited to income? 


e. Are all rights to subscribe to 
stock and the sale thereof properly 
treated as principal? 


f. Are all liquidating dividends 
properly treated as principal? 


g. In ascertaining the person entitled 
to a dividend, is the record date used as 
criterion instead of payable date? 


Sec. 6—Premium and Discount 


Bonds. 


a. Are bonds deemed principal at 
their inventory value, or in default 
thereof, at their market value, at the 
time the principal was established or at 
their cost value where purchased later. 
regardless of par or maturity value? 
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We invite appointments as 
Agent to Executors of Estates 
with assets requiring administra- 
tion or transmission in Canada. 


Assets under Administration exceed 
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b. Upon the maturity of bonds, or 
upon their sale, has the loss or gain 
realized thereon been charged to or 
credited to principal? 


Sec. 7—Principal used in a Business. 


a. When the principal is used in a 
business: 


1. Are the net profits credited to 
income where the trustee is author- 
ized to use the principal in the con- 
tinuance of the business? 


2. Where the business consists of 
buying and selling goods, wares, 
merchandise, animals, or other pro- 
perty, in operating and conducting a 
retail or wholesale business, are the 
net profits for any period ascertained 
by the following formula: 





From: 
Gross Income during 
period __. eres: i 
Plus Inventory value at end 
of period 85,000 
$110,000 
Deduct: 
Expenses and 
purchases $15,009 
Inventory value at 
beginning of period 75,000 
90,000 
Net Profits _........ $ 20,000 


For Estate 
Administration 
Purposes 


Authoritative valuations of: 


¢ Closely held Securities 
¢ Business Enterprises 

e Income Properties 

« Residences 

e Residence Furnishings 


e Paintings, Books, 
Objects of Art 


The AMERICAN | 
APPRAISAL 


Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 








b. Where the business does not con- 
sist of buying and selling property, is 
the net income computed in accordance 
with the customary practice of such 
business, (but not so as to decrease 
principal) ? 

c. Are increases in the value of 
principal used in business credited to 
principal ? 

d. After the exhaustion of income 
from such business, are all annual losses 
charged to principal? 


Ani- 


Sec. 8—Principal Comprising 
mals, 


Where the assets or principal consists 
of animals not employed in a business 
and the animals are held because of the 
offspring they are expected to produce; 
are all offspring properly considered 
principal to the extent necessary to 
maintain the original number of such 
animals, and the remainder properly 
considered income? 


Sec. 9 
Resources IF, 


Disposition of Natural 


a. The assets of the Trust consist of 
interests in lands, royalties, overriding 
royalties, and working interests from 
which timber, oil, gas and minerals 
are taken, and 





PROVIDENT 


Provident can call upon 87 
years of trust and banking 
experience while helping to 
solve your problems in the 


Philadelphia area. 


Provident Trust 
Company 


OF PHILADELPHIA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER OF FEDERAL RESERVE SYSTEM 
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In conducting business with the rapidly growing population of Westchester County, N. Y.. 
the County Trust Company has already found that its IBM mechanization program is of 
great assistance to the trust department and in the servicing of mortgages. 





b. The trustee is authorized to sell, 
or lease such assets, but 


c. No provision is made regarding 
the disposition of the proceeds thereof: 


1. Are the proceeds: 
If received as delay rentals; pro- 
perly credited to income? or 


nN 


Are the proceeds: 

If received as a bonus, royalty or 
other consideration, credited to 
principal to the extent of 274%4% 
of the gross proceeds (but not 
over 50% of net proceeds), and 
reinvested or held for the use 
and benefit of the remaindermen? 


If the foregoing natural resources 
were “trusteed” as assets prior to 
the adoption in your state of the 
Uniform Principal and Income 
Act, has an opinion of counsel 
been obtained stating that the 
Act is not retroactive as to sub- 
stantive property rights, and that 
all the proceeds should be credited 
to principal? 


Sec. 
tion. 


10—Principal Subject to Deple- 


a. Where the principal consists of 
property (other than natural resources) 


which is subject to depletion, such as 
leaseholds patents, copyrights and roy- 
alty rights: 
1. Is the full amount of the rents, 
royalties or return properly credited 
to income; where the trustee is not 
under a duty to change such invest- 
ments? or 
2. Is the return from such proper- 
ty; not in excess of 5% of its value, 
(inventory, or market value at time 
principal was established, or cost 
where later purchased) credited to 
income, and the remainder credited 
to principal; where the trustee is 
under a duty to change the form of 
investment. 
Sec. 11—Unproductive Assets. 
Where the trustee is under a duty to 
convert unproductive property into pro- 
ductive property, as soon as it possibly 
and without sacrifice of value, 
which unproductive property has not 
produced an annual income of at least 
1% for more than one year; has the 
life tenant (income beneficiary) been 
given a share of the net proceeds re- 
ceived from a profitable sale of the 
property, as “delayed” 


can, 


income, in 


ee ancillary service for out-of-state attorneys, 


banks, and trust companies. 


If you have customers moving to Florida, we will 
be pleased to provide them with complete Trust service. 


THE ATLANTIC NATIONAL BANK of JACKSONVILLE 


Jacksonville, Florida 


Established 1903 


Member Federal Deposit Insurance Corporation 
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accordance with the formula prescribed 
in this Section? 


Sec. 12—Expenses. 


a. Unless the trust estate is unpro- 
ductive, as defined in Sec. 11 of the 
Uniform Act, are the following ordinary, 
regularly, recurring administrative ex- 
penses being properly charged to 
income: 


1. Regularly recurring taxes? 
2. Water rates (rents)? 


3. Premiums on insurance (taken on 
estates of both life tenant and re- 
mainderman) ? 


4. Interest on Mortgages? 

5. Ordinary repairs? 

6. Trustee’s compensation (except on 
distribution of principal) ? 


7. Attorney’s fees and court costs? 


b. Whenever the right of the life 
lenant begins or ends at some date 
other than the payment date of the ex- 
penses, are all (the aforesaid) regularly 
recurring expenses apportioned between 
the life tenant and remainderman 
according to a day to day accrual basis? 


c. If the expense payable out of in- 
come is of an unusual amount, does the 
trustee exercise its discretion to distri- 
bute it throughout the year or series of 
vears? If so, and the right of the life 
tenant ends during such period, is the 
expense apportioned on the basis of 
such distribution ? 


d. Are the following extra-ordinary, 
irregular, and non-recurring administra- 
live expenses properly charged to prin- 
cipal: 


1. Trustee’s commissions on distri- 
butions of principal ? 


2. Costs of investing or re-investing 
principal ? 

3. Attorneys’ fees and costs incurred 
in maintaining or defending any ac- 
tion to protect the trust or its assets 


(unless due to fault or cause of life 
tenant) ? 
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This bank offers complete 
facilities for handling your 
Fiduciary and Banking busi- 
ness promptly and efficiently. 
We invite your inquiry when 
we can be of service. 
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4. Costs of, or assessments for im- 
provements to trust assets? 


5. Taxes levied upon profit or gain, 
defined as principal under Sec. 3b of 
the Uniform Act (Section 27B of the 
Texas Trust Act) notwithstanding 
that said tax may be denominated as 
a tax on income by the taxing author- 
ity ? 


e. Where the value of a trust asset 
is improved, does the trustee reserve out 
of income and add to principal each 
year a sum, equal to the cost of an im- 
provement; divided by the number of 
years of reasonably expected duration 
of the improvement? 


Nominee Statutes:—At common law, 
if the trust instrument did not provide 
for the use of a nominee, the trustee 
had no power to have securities regis- 
tered in the name of its nominee, and 
if it did so—it committed a breach of 
trust. The purpose in using a nominee 
registration is simply to expedite the 
sale and transfer of securities held in 
trust accounts. Under the rules of the 
stock exchanges, a security registered in 
the name of a fiduciary is not a good 
delivery, until documentary proof of 
the authority of the fiduciary to sell or 
transfer, is furnished to the transfer 
agent. 


Section 9 of the Uniform Trust Act 
and separate statutes in a growing num- 
ber of states authorize such nominee 
registration. Some of the danger signals 
to be considered under the Nominee 
Statute are:— 

1. Has an opinion been received from 

counsel that it applies to pre-existing 

trusts ? 


2. Does it apply to bonds and other 
property as well as stocks? 


3. Does it apply to executors, admin- 
istrators and guardians as well as 
trustees ? 


Incidentally, the stock transfer tax 


DEPOSIT 


GUARANTY 
Bank €Snuat G. 


JACKSON, MISS. 


Member Federal Reserve System and Federal Deposit Insurance Corporation 


laws, Federal and State, exempt trans- 
fers of securities from and to a trustee 
and its nominee, if proper waivers are 
attached. However, where a bank is 
acting as a custodian under a custody 
agreement with a customer, which 
agreement permits the use of a nominee, 
similar exemptions from transfer tax 
stamps are permitted if the nominee 
is registered with the Director of Inter- 
nal Revenue of the District in which the 
Bank is located. (Reg. 71, Sec. 113.- 
153/4.) Banks acting as Stock Transfer 
Agents for corporations, must also 
register as such with the Director of 
Internal Revenue. (Reg. 71, Sec. 113.- 
152.) 


Form of Waiver 


It is hereby certified that the trans- 
fer of the attached shares is made under 
such circumstances as to come within 
one of the exemptions specified in: 


1. Section 1802 of the Internal Reve- 
nue Code, 


2. Section 270-5 (d) or (e) of the 
Tax Law of the State of New York, 


3. (Pertinent state statute) 


and that evidence in proof of the exemp- 
tion is maintained by the undersigned 
and is available for inspection by In- 
ternal Revenue Officers, Representatives 


PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PARKE-BERNET 
as the leading firm of its kind 
in the United States 


Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
LOUIS J. MARION, Vice-Presidents - 


MAX BARTHOLET, Secy. & Treas. 
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of the New York State Tax Commission, 
and State Tax Auditors. 


BANK 
By 


Uniform Trust Administration Act:— 


In the absence of contrary or limiting 
provisions in the trust instrument, or a 
Court Order, this Act confers many 
powers, rights, duties and responsibili- 
upon trustees, which are usually 
overlooked in the drafting of Wills and 
Trust Agreements. 


ties 


Trust Investment Laws:— 


Where there are no contrary provi- 
sions in the trust instrument, the Legis- 
lature in the so-called “legal list” states, 
prescribes specific investments in which 
a trustee shall or may invest trust funds. 
A trustee may be protected, but in this 
changing world with the decline in the 
purchasing power of the dollar, reliance 
thereon is a poor substitute for sound 
judgment. There is inadequacy of in- 
come for the life tenant, and destruction 
of values for the remaindermen. 


Rule, first 


Under the Prudent Man 
laid down 122 years ago, 


“All that can be required of a trus- 
tee to invest is, that he shall conduct 
himself faithfully and exercise a 


Alabama’s 
Oldest Corporate 
Fiduciary 


invites your 
ancillary 
business in 
this State. 


BIRMINGHAM TRUST 
NATIONAL BANK 


BIRMINGHAM, ALABAMA 
Founded 1887 


Member Federal Deposit Insurance Corporation 





sound discretion. He is to observe 
how men of prudence, discretion and 
intelligence manage their own affairs, 
not in regard to speculation, but in 
regard to the permanent disposition 
of their funds, considering the prob- 
able income, as well as the probable 
safety of the capital to be invested.” 


The Uniform or Model Prudent Man 
Investment Statute contains similar 
language, and within the limitations of 
that standard, a trustee is authorized 
to acquire and retain every kind of 
property. Under the Prudent Man Rule, 
a trustee is not a guarantor of its in- 
vestments. So long as the trustee acts 
honestly, and with prudent judment and 
care, it should not be required to make 
good any loss or depreciation. 


The primary duty of a trustee is to 
conserve productive property, not to 
create new wealth. A trustee is an in- 
vestor, not a speculator. As an investor, 
a trustee should strive to maintain a 
proper balance between conserving the 
property and producing a_ reasonable 
income. 


(To be continued ) 
A 4 A 


Harriman Named First 
Wachovia Professor 
of Banking 


John W. Harriman, formerly dean of 
the Graduate School and professor of 
Business Administration at Syracuse 
University, New York, has been named 
the first Wachovia Professor of Banking 
at the University of North Carolina 
School of Business Administration. 


The Chair of Banking was established 
in 1952 by a $100,000 grant by Wa- 
chovia Bank and Trust Co. of Winston- 
Salem through the North Carolina Busi- 
ness Foundation to maintain a profes- 
sorship in banking and support banking 
research. 





British Pension Scheme for 


Small Staffs 


A Pension Scheme can be arranged 
for the staff of even the smallest busi. 
ness, to the advantage of both the em. 
ployer and the employee. under a pro. 
gram currently offered by the Royal 
London Mutual Insurance Society, Ltd, 


The plan is based upon Endowment 
Assurance Policies taken out by the 
employer on the lives of the individual 
employees. The proceeds of each policy, 
at maturity, can be used to purchase 
an annuity at a guaranteed rate or the 
then current rate of the Society, which. 
ever is more favorable. If an employee 
dies while a member of the Pension 
Scheme, the full Sum Assured is avail- 
able for the support of his dependents, 


The cost of the Scheme may be borne 
by the employer alone, or shared with 
the employees on an agreed basis. If 
the latter form is used, it is customary 
for the employer to pay the premiums 
annually, semi-annually or quarterly. 
and to reimburse himself for the en- 
ployees’ share by regular pavroll deduc. 
tions. The employer’s contributions are 
allowed as a trading expense for income 
taxes, and are not added to the em- 
ployee’s taxable income. provided that 
the plan is officially approved by the 
Inland Revenue Department. This neces- 
sitates department acceptance of the 
rules of the Pension which 
must include specifically a regulation 
that at least 75‘% of total benefits at 
retirement shall be taken as a pension. 
The other 25% may be drawn in cash 
(tax free) if desired. 


Scheme. 


The Society not only consults with 
the employer in regard to the drafting 
of rules, but is willing to conduct nego- 
tiations with the Inland Revenue. It 
reserves the right to call for medical 
examination and to issue a policy on 
special terms, or decline issuance. 


Complete Trust Service 


Trust Department 


The National 


Shawmut Bank 


40 Water Street, Boston 
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TRUST COMPETITORS CAN BE FRIENDS 


There is real need in the trust busi- 
ness for groups which provide oppor- 
tunity for “constructive discussion, dis- 
semination of ideas, policy decision, 
and a closer personal relation between 
trustmen,” S. B. Burnham, vice president 
in charge of the trust department of 
Union Bank & Trust Co. of Los Angeles, 
told the Arizona Corporate Fiduciaries 
Association members at their May 26 
meeting. The policy decisions, however, 
can be effectively reached only in a 
small group, he pointed out, and, 
accordingly, the senior trustmen in Los 
Angeles, who had previously participa- 
ted in a lecture and discussion program 
involving from 100 to 150 trustmen, 
formed a separate and smaller associa- 
tion around 1931. 


This group, the Southern California 
Trust Officers Association. has no by- 
laws and, for officers, elects annually 
only a chairman and a secretary-treas- 
urer, which positions are rotated among 
the 20 member institutions. Since all 
who attend the monthly luncheon meet- 
ing are senior officers, each has confi- 
dence in the others as representatives 
of their respective institutions. Final 
policy decisions affecting all institutions 
are reached by a show of hands, but 
individual problems are often clarified 
by conversation with one’s neighbor at 
luncheon. 


Each member institution is assessed 
$25 a year, which is kept in a separate 
luncheon fund. To finance all other 
activities, special assessments are made 
as needed, Mr. Burnham explained. 
Some of the projects which have been 
planned and carried through by the 
Association in recent years are: develop- 
ment of a minimum fee schedule, still 
in use by trustmen of the area; obtain- 
ing court approval of guardian and 


testamentary fees; fostering legislation, 
such as the community property bill 
(giving women the right of testamentary 
disposition of one-half the community 
property); and defeating adverse leg- 
islation such as a proposed bill that 
would severely restrict the practice of 
law; conducting litigation in matters 
which would affect al! trust companies 
in the area; and supporting a joint ad- 
vertising campaign. 


The competitive motivation does not 
lessen as the men become more friendly, 
the speaker asserted. They are all still 
in the business to make money. But in 
the area of the Association no company 
would cut fees just to get business, nor 
could a customer play one company 
against another. When, for example, a 
successor trustee was appointed in a 
case where there was a clash of person- 
alities and misunderstandings on the 
part of the beneficiaries, the original 
trustee cooperated by furnishing neces- 
sary papers, copies of accountings and 
other information. Both institutions 
realized that the situation might be re- 
versed some day. 


Commenting on the advantages ob- 
tained through the Association, Mr. 
Burnham said that “the fine esprit de 
corps developed through the meetings is 
one of the most intrinsically valuable 
benefits. The relaxed atmosphere tends 
to relieve the strains of a business day 
and to lead to more logical conclusions. 
Each member can speak his mind free- 
ly . . . he can pick up a phone after a 
meeting and discuss some immediate 
problem and be sure he'll get an honest, 
frank answer from any member. Such 
confidence and good personal relation- 
ships ensure more effective meetings; 
and an effective meeting brings better 
all-around trust operations.” 
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Philanthropy Less in 1953 


Publicly announced gifts and _be- 
quests for philanthropy have shown a 
moderate decline in ten urban centers 
according to a study made public by 
John Price Jones Co., Inc., New York 
fund raising consultants. The study 
covers only the published records in 
New York, Baltimore, Boston, Chicago, 
Houston, Los Angeles, Philadelphia, 
Pittsburgh, St. Louis and Washington, 
D.C. 


Gifts in the ten cities for the first six 
months of 1953 amounted to $220,206,- 
093 compared with $233,014,737 in the 
same period of 1952. Bequests were 
$27,773,058 compared with $36,244,293 
in the corresponding 1952 period. 


The three top fields for gifts in both 
years all represented increases, educa- 
tion to $76.7 million, organized social 
work to $55.4 million, and overseas 
projects to $44.3 million. Fine arts went 
up a million to $16,192,046. Health 
dropped from $36 to $23 million, and 
religion from $15.3 to $4.5 million. 


Total -bequests amounted to less in 
every category except education which 
increased by three million to $9,812,972, 
and recreation which rose from $9,500 


to $25,000. 
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CALIFORNIA 


Don R. Cameron elected a director fol- 
lowing his retirement as vice presi- 
dent and his election as vice president 
and director of the Del Amo Estate 
Company, succeeding the late A. L. Lathrop. As preliminarily 
reported last month, Samuel B. Burnham was elected Camer- 


Los Angeles 
UNION BANK 
& Trust Co. 





Fay H. KERNS 
Los Angeles 


Ss. B. BURNHAM 
Los Angeles 


J. W. LUHRING 
Los Angeles 


on’s successor as vice president in charge of the trust 
department. John W. Luhring made vice president; and 
Fay H. Kerns asst. vice president and trust officer. 


Cameron chose to retire under the bank’s retirement plan 
at 60; having celebrated his 33rd anniversary with the insti- 
tution on June 24. He is past chairman of Southern California 
Trust Officers Association and the California Bankers Asso- 
ciation trust division. Burnham’s experience in trust work 
extends over a 25-year period, and he has been affiliated with 
Union Bank since 1950. 


John M. Robinson elected asst. trust 
officer. Formerly he was with the trust 
department of Midland National 
Bank of Minneapolis, and had served 
as a Lieutenant Commander in the United States Navy. 


San Diego 
SECURITY TRUST 
& SAVINGS BANK 


Barth Ottoboni, asst. vice president, 
elected trust officer. 


San Francisco 
CROCKER FIRST 
NATIONAL BANK 


Donald W. Holgate, formerly trust 
officer, named vice president; J. Boat- 
ner Chamberlain promoted to trust 
officer; and J. J. Sagrafena appointed 
assistant trust officer. 


San Francisco 
PACIFIC 
NATIONAL BANK 


FLORIDA 


J. Theodore Johnson elected asst. vice 
president and asst. trust officer, hav- 
ing resigned as asst. trust officer of 
First NATIONAL BANK of Baltimore, 
Maryland, where he was with the trust department some 20 
years. He is a former president of the Corporate Fiduciaries 
Association of Baltimore, and a graduate of U. of Maryland 
Law School. 


Jacksonville 
FLORIDA 
NATIONAL BANK 


Miami James S. Duncan, appointed trust of- 
First NATIONAL ficer, has had 30 years of experience 
BANK in administration of trusts and estates, 


as assistant treasurer of The Hanover 
Bank, New York. 


ILLINOIS 


Chenoa R. N. Shafer, cashier and trust officer, 
NATIONAL BANK is in charge of the newly organized 
OF CHENOA trust department, reported last month. 
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TRUST PERSONNEL CHANGES 


Chicago Otto J. Zack made asst. trust officer, 
CHICAGO TITLE assigned to the new business depart- 
& Trust Co. ment. He joined the staff in 1932. 

Chicago Alfred E. Gallo and Herman A. Kole 
LIBERTY promoted to trust officers. 


NATIONAL BANK 


Chicago Miss Violet M. Christin elected as. 
NATIONAL BANK sistant secretary in the trust depart. 
OF AUSTIN ment. 

MARYLAND 

Baltimore Douglas H. Rose, 2nd, formerly vice 
FIDELITY president and trust officer, named 
Trust Co. vice president and general counsel, in 


which latter post he succeeds the late 
James T. Carter. A former U. S. District Attorney, Rose 
joined Fidelity as a trust officer in 1930. James G. McCabe, 
with Fidelity since 1939, advanced to vice president and trust 
officer. 


Baltimore First NATIONAL BANK. See Jackson- 
ville, Florida. 
MINNESOTA 

Duluth Merrill W. Whittemore resigned as 


trust officer of UNION NATIONAL 
BANK, Charlotte, N. C., to become 
trust officer at the Duluth bank. 


First & AMERICAN 
NATIONAL BANK 


NEBRASKA 


Lincoln 
NATIONAL BANK 
OF COMMERCE 


North Platte 
NorRTH PLATTE 


Donald Kroger named asst. cashier 
and asst. trust officer. 


B. B. Watson, president, is in charge 
of the newly organized trust depart- 


TRusT Co. ment as reported last month (p. 540). 
NEW YORK 
New York Charles A. Frank, pension and per- 
BANKERS sonal trust department, appointed 
TRusT Co. asst. vice president, among other pro- 
motions. 


New York Darragh DeLancey elected asst. trust 


FIDUCIARY officer; formerly tax counsel with law 
TrRustT Co. firms. 

New York Gordon T. Wallis advanced to asst. 
IRVING vice president; he heads the pension 
TRusT Co. planning staff available to the com- 


pany’s corporate customers. A grad- 
uate of New York U. School of Law, Wallis joined the 
Irving in 1940, served four years in the U. S. Army, and in 
1948 was elected assistant secretary. 


New York Hugh F. Coyle elected asst. trust of- 
PUBLIC NATIONAL ficer. 
BANK & Trust Co. 












. ae . Ke 
JAMES S. DUNCAN J. PHILIP SMITH BRUCE R. SIGMON 
Miami V. P Second National Charlotte 


Bank Boston (see July) 
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Charlotte 
AMERICAN 
TruST Co. 


NoRTH CAROLINA 


Bruce R. Sigmon named assistant 
secretary, in charge of security rec- 
ords and security transactions for all 
the trust department accounts. Upon 


graduation from Lenoir-Rhyne College, Sigmon studied at 
the U. of North Carolina’s Graduate School with special 
emphasis on investments and investment research. 


Charlotte—UNION NATIONAL BANK—See Duluth, Minn. 


Winston-Salem 
WACHOVIA BANK 
& TRuST Co. 


Bradford & 
Johnstown 
UNITED STATES 
NATIONAL BANK 


Allen Keen made assistant trust of- 
ficer. 


PENNSYLVANIA 


James P. Nunemaker elected trust of- 
ficer in charge of the recently ex- 
panded trust department of U. S. 
NATIONAL. A graduate of Villanova 
College and of the Graduate School 


Wilkes-Barre 
WYOMING 
NATIONAL BANK 


William Y. Matthews, assistant cash- 
ier and asst. trust officer, named man- 
ager of the bank’s Plymouth office. 


TENNESSEE 
Chattanooga Hugh G. Perry joined the bank as 
PIONEER trust officer in charge of the newly 
BANK established trust department. Perry 


holds an AB degree from Georgetown 
U. and an LLB from St. Lawrence U., and before World War 
II he was with Guaranty Trust Co., New York, as trust 
administrator. 


TEXAS 
Dallas Ray L. Miller, vice president, made 
MERCANTILE director of public relations, advertis- 


NATIONAL BANK ing and sales promotion. 


WISCONSIN 


of Banking of Rutgers U., Nunemaker heretofore served as 
trust officer at PropuceRs BANK & Trust Co. of Bradford. 


Pittsburgh 
MELLON NATL. 
BANK & Trust Co. 


sistant secretary 


George McC. Gibbs 


search of the trust department. 


Madison 
First NATIONAL 
appointed as- BANK 
in investment re- 
of Indiana. 


John Ready O’Connor joined the bank 
as trust officer. Until this year O’Con- 
nor was resident of Indianapolis where 
he served as Deputy Attorney-General 
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TRUST 
EMPLOYMENT EXCHANGE 


DOOOD 


© 





Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


Southern California bank seeks young 
man with general trust experience for 
position with future. See ad below. 


Well qualified attorney, with 12 years 
heavy legal experience including estate 
planning, administration, taxes, wills, 
trusts, business law and knowledge of 
accounting, desires responsible position 
with trust or other financial institution. 
38-2. 


Bank in Texas oil and ranch center 
seeks younger trustman to reorganize 
and head trust department. Excellent 
opportunity to develop in progressive 
community. Salary about $8,500. 37-5 


Part or full time openings available in 
Florida to retired trust officers. See ad 
to right of page. 


TRUST ADMINISTRATOR 


This is a real opportunity for a young 
man about 35 years of age with a well 
rounded trust background who is inter- 


ested in a position in Southern California 
which offers a substantial future. Write 
giving age, education and _ experience. 
also enclose a picture. 

Box H-38-1, Trusts and Estates 

50 East 42nd St., New York 17 


Aucust 1953 


IN MEMORIAM 

F. P. Gray, trust officer, CROCKER 
First NATIONAL BANK, San Francisco, 
where he was in charge of pension and 
corporate trust department. , 

EARL L. JONES, assistant cashier and 
assistant trust officer of SECOND NATION- 
AL BANK, Danville, Il. 

EDWIN BIRD WILSON, pioneer in de- 
velopment of modern financial advertis- 
ing; past president of New York Finan- 
cial Advertisers Association and one of 
the few honorary life members of the 
Financial Public Relations Association. 





A A A 
Very Much Alive 
' James A. Dis- 
muke, vice presi- 


dent and cashier of 
VALLEY NATIONAL 
BANK, Phoenix, 
Arizona, was er- 
roneously reported 
last month (p. 540) 

oe - as having passed 
on to the Great Beyond. We are pleas- 
ed to correct this statement and an- 
nounce that Mr. Dismuke is happily 
alive and at last report was on vacation 
with his family. 

A A A 

ERRATUM ON WISCONSIN FACULTY: 


In the item at page 459, June issue, 
it was stated that Richard J. Weidert 
was one of two additions to the trust 
faculty at the University of Wisconsin 
School of Banking for its annual resident 
session this month. Mr. Weidert was, in 
fact, also on the faculty last year. The 
second newcomer is A. B. Pfleiderer, vice 
president of Detroit Trust Co. whose 
subject is “Corporate Trust Department 
Services and Functions.” 


New Trust Powers and Mergers 


Windsor Locks, Conn.—Trust powers 
have been granted to First NATIONAL 
BANK under the Federal Reserve Act. 
R. F. Birkenshaw is trust officer. 


Indianapolis, Ind. — Merger of the 
MERCHANTS NATIONAL BANK and the 
INDIANA TRUST Co. has been proposed 
by the directors, to be known as MER- 
CHANTS NATIONAL BANK & Trust Co. 
It would become the second largest bank 
in the State. Personnel would remain the 
same, 


Winston-Salem, N. C.—City NATIONAL 
BANK has been granted trust powers 
under the Federal Reserve Act, as of 
July first. J. R. Fain, president, is in 
charge. 


Norristown, Pa. — Directors of Nor- 
RISTOWN-PENN TRuST Co. and the Mont- 
GOMERY TRUST Co. have approved con- 
solidating the two banks under the name 
of NORRISTOWN MONTGOMERY TRUST Co. 
Shareholders will vote on the proposal in 
September. 


Providence, R. I.—Subject to stock- 
holders’ approval, it is proposed to merge 
the PHENIX NATIONAL BANK and RHODE 
ISLAND HosPITAL TRusT Co., whereby the 
Phenix would become a branch of the 
latter. 


RETIRED TRUST OFFICER 


Full or part time for Central Bank & 
Trust Company of Miami, Florida. 
Reply to 


Chas. A. Morehead 
228 N.E. Second Ave. 


Wanted 


Miami, Florida 
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1953 STATE LEGISLATION on TRUSTS and ESTATES’ 


CALIFORNIA 


Ch. 37: Codifies California principal 
and income act by adding new sections 
to Civil Code. 


A.B. 820: Permits payment of money 
direct to parents of minor where no 
guardian is appointed, increasing amount 
from $500 to $1,000 where, as shown 
by verified petition, whole of minor’s 
estate does not exceed $2,500. 


Ch. 349: Permits “executor or admin- 
istrator” in addition to one claiming 
to be an heir or entitled to distribution, 
to file petition setting forth his claim 
or reason for court to determine who 
is entitled to distribution of estate. 


Ch. 350: Authorizes transfer of assets 
to duly qualified domiciliary trustee, 
where assets are situated in foreign 
state, when value thereof exceeds $7,500. 


Ch. 696: Provides that where testa- 
mentary trustee seeks instructions under 
powers conferred by will, or decree of 
distribution, court may by order require 
additional notice to be given, lengthening 
time to allow other persons to appear 
where legal or equitable interest in 
property appears. 


S.B. 956: Provides for payment of 
interest at 4% on cash legacies not paid 
prior to first anniversary of testator’s 
death; annuity payments require inter- 
est to commence as of time of testator’s 
death. 

CONNECTICUT 

Act 6: Extends application of section 
dealing with proceeding for sale or 
mortgage of real estate, to cases where 
estate is solvent but there are no assets 
other than real estate specifically de- 
vised or forbidden to be sold, from which 
debts, taxes and administration expenses 
may be paid. 

Act 36: Amends section dispensing 
with administration of certain small es- 
tates to include deposits in savings and 
loan associations. 

Act 138: Raises limit of estates that 
may be administered by Commissioner 
of Welfare to $1,000. 

S.B. 212: Makes Veterans Administra- 
tion certificate as to incompetency prima 
facie evidence of necessity for appoint- 
ment of conservator. 


GEORGIA 


Act 495: Makes State Bridge Build- 
ing Authority bonds legal for fiduciary 
investment. 

ILLINOIS 


H.B. 48: Revises period of rule against 
accumulations to lives in being and 21 
years beyond (formerly in the alterna- 
tive). 





*Supplementing previous reports. 
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S.B. 80: Provides that provisions of 
paragraph 8 of Section 50 of Civil Prac- 
tice Act, (regarding right of person 
served by publication to have decree va- 
cated, amended or altered) shall not 
apply, in addition to Sections 224 and 
225 of the Probate Act, to Sections 270 
and 271 relating to proceedings for sale 
or mortgage of real estate by non-resi- 
dent executors, administrators, guard- 
ians and conservators. 


S.B. 128: Provides that where will 
creates trust, notice of hearing to admit 
will to probate shall be given to trustee 
and it shall not be necessary to notify 
any beneficiaries of trust who are not 
heirs of testator (heirs are required to 
be notified by other portions of section). 


S.B. 132: Changes law _ respecting 
rights of inheritance by and through 
adopted child. 


S.B. 420: Makes Chicago Regional 
Port District revenue bonds proper in- 
vestments for fiduciaries; also provides 
that Port District may execute and de- 
liver trust agreement in connection with 
any issue of revenue bonds. 


S.B. 520¢ Provides that for purpose 
of determining property rights of any 
person under any written instrument 
executed after January 1, 1954, adopted 
child is deemed natural child unless 
contrary intent appears by the terms 
thereof. (Companion Bill to S.B. 132.) 


S.B. 558: Makes Illinois State Toll 
Highway Commission revenue bonds 
proper investments for executors, ad- 
ministrators, guardians, trustees and 
other fiduciaries; provides that Com- 
mission may enter into trust agreements 
to secure payment of bonds. 


MICHIGAN 


Act 176: Makes Michigan Turnpike 
Authority bonds legal for fiduciary in- 
vestment. 


OREGON 


Ch. 130: Provides that liquor license 
of decedent shall cease upon his ‘death. 


Ch. 187: Relates to continued use, by 
executor and others, of name of decedent 
who was licensed to practice a healing 
art or optometry. 


Chs. 304 & 552: Makes several changes 
in personal income tax laws; on return 
for estate, personal exemption is reduced 
from $750 to $600. 


Ch. 401: Authorizes fiduciaries to 
acquire obligations of savings and loan 
association, upon approval of court, when 
such person is accountable to court; when 
such obligations have been issued to trus- 
tee without express trust agreement, or 


are issued payable on death to named 
beneficiary, association may transfer o; 
pay obligations to beneficiary upon death 
of holder; association may pay amounts 
not exceeding $1,000 to surviving spouse, 
surviving children or surviving parent, 
or parents, upon affidavit of inheritance 
and promise to pay expenses of last ill. 
ness and funeral expenses to extent of 
deposit. 


Ch. 520: Relates to continuation by 
executor or administrator of collection 
business of decedent, and provides for 
transfer of decedent’s license to execu- 
tor or administrator. 


Ch. 568: Authorizes a county coroner 
to deliver money and property of de 
ceased person to executor or administra- 
tor. 


Ch. 600: Raises limit on damages for 
wrongful death to $20,000 (formerly 
$15,000), which may include recovery 
for funeral, burial, hospital and nursing 
expenses, and doctor bills. 


Ch. 601: Provides that when widow 
not having right of dower, recovers 
dower during the infancy of heirs of 
husband or of any person entitled to 
land, through default or collusion of 
guardian of infant heirs or such other 
person, heir or person is not prejudiced 
thereby and is entitled to action against 
widow to recover land wrongfully award- 
ed when reaching full age. 


Ch. 650: Repeals Section 63-408, 
O.C.L.A., and provides that effect of 
adoption upon relationship, rights and 
obligations between adopted person and 
his descendants and his adoptive and 
natural parents and their descendants 
shall be same as though adopted person 
had been born in lawful wedlock to his 
adoptive parents, and had not been born 
of his natural parents, except that when 
a person is adopted by stepparent, rela- 
tionship between such person and his 


descendants and natural parent, who is | 
spouse of person who adopted him, shall | 


be unchanged. 


Ch. 704: Relates to apportionment of 
inheritance taxes to distributive shares 
of estate. 


VERMONT 


S.B. 56: Requires consent of co-trus- 
tee to investment by corporate fiduciary 
in associated trust investment account 
(common trust fund). 


WASHINGTON 


Ch. 45: Provides that whenever em- 
ployer or insurance company makes pay- 
ment to employee, his estate, etc. in 
compliance with retirement or employee 
savings plan, it shall be free of all ad- 
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yerse claims unless written notice of 
claim was received prior to payment. 


Offering to Employees 
Subject to S.E.C. Filing 


medf Ch. 46: Permits party of whom bond Supreme Court Holds Stock 
r or is required to agree with surety as to The United States Supreme Court 
eath J joint control of deposits. ruled in June by a six-to-two vote that 
a Ch. 186: Adopts, for inheritance tax Ralston Purina Company's offering of 
as t purposes, more up-to-date actuarial treasury stock to key employees was 
a : table; values of life estates and remain- subject to the registration requirements 
v1 ders will now be computed on 344% re- of the Securities Act of 1933. 
t og 2 instead of 4%. The company contended that the offer- 
Ch. 187: Revises inheritance tax ex- ing Wak: peivats; Ge: ant tavelve say 
- : . public offering,” and was therefore ex- 
emption on property previously taxed : i pobre: 
1 by empt from registration. The district and 
a to more clearly define class of transferee ae te : 
tion : speeaes 2 circuit courts both upheld the company’s 
to which exemption is applicable; reduces sa 
for ti hk te tet te i 1 position, but the Supreme Court reversed 
ecy. @ CXe™mPtion somewhat in that it is only their ruling. 
allowed on portion of property previ- 
ously taxed “which is exclusive of the Between 1947 and 1951 more than 
oner @ proportion of deductions chargeable 1,000 employees purchased nearly two 
def against and any exemption allowed 7.1... Joseph Smith and Philip Dwire of sg Worth Of stock without 
stra- J against the property previously taxed 7), Pocplec Teds S Sicteas Commun Pack registration. 
in the estate of the prior decedent and Wayne. Ind., delivering 140 birthday cakes The principal grounds of the Supreme 
f the proportion of deductions chargeable jn connection with the bank’s 50th Anni- Court’s decision were that employees 
| . against the property previously taxed in _ versary Celebration: As bakers extraordinary, were entitled to the protection given by 
eT'’ @ the present decedent’s estate* * *”. om —_ wenger grr they oe — registration, whereas they did not have 
very with icing replicas of the bank’s chime clock . F : : 
sing Chs. 138 & 139: Rewrite definition of to neighboring business establishments. The ete eae 
Class A for inheritance and gift tax driver was dressed in the vintage of 1903. — : : ewe! acted 
: gg : scope of a private offering exemption, 
exemptions so that it includes certain .! 
dow at " ‘ - the high court commented that an of- 
additional, but infrequent relationships, / : 
ON i cee ek elie fering of* stock to all the employees 
s of wn ~ pe aad P " . , : would be a public offering and would be 
a — Minneapolis Foundation subject to registration, and that the 
1 of Ch. 270: Makes abolition of right of Increases Holdings company might have been unduly compre- 
ther § survivorship in joint tenancies irrebut- re li hensive ba its interpretation of “key em- 
liced @ table except for limited exceptions. ee | |=6—e 
rinst Foundation were valued on April first at 
ond. A AA $2,631,483, an increase of $165,730 over 
: the previous year. Charitable disburse- 
Stack’s Moves ments during the year amounted to Th 
408, After many years at the same ad- $141,239 of which $82,946 was from in- ousands of 
; of B dress, Stack’s, one of America’s oldest Come and $58,293 from principal. The Delawareans benefit 
and § and largest coin dealers, auctioneers and total compares with disbursements of 
and § appraisers; have moved to new and $125,915 in 1951. from the merger of 
and § larger quarters at 123 West 57th Street Fi . 
’ irst National Bank and Northwestern 9 
ants § New York. The larger, air-conditioned National Bank of Minneapolis are author- two of Delaware’s 
rson @ quarters, further uptown, provide greater ized trustees for the Foundation which oldest banks — receive 
his § convenience for customers and more ade- 4, incorporated in 1915. Northwestern’s . : 
porn @ quate facilities for auctions and mer- vice president and vice chairman of the reliable, personalized 
vhen @ chandise displays for the firm’s expanded trust committee, Samuel H. Rogers, was —— 
pe business. elected at the May 20 annual meeting of 8 
. The present principals, Joseph B. and the Foundation as a new member of its trust service. 
. “| Morton Stack, will continue their direct board of trustees and of its executive 
shall | supervision of the business. committee. 
t of 
ares 
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CURRENT LITERATURE NOTES 


Books 


Debtor-Creditor Law 


HOWARD L. OLECK. Central Book Co., 261 

Broadway, New York 7. 474 pp. $10. 

For the first time in legal literature 
history, Professor Oleck has compiled a 
one-volume treatise covering the entire 
range of problems in this complex field 
of law and business relations. It being 
obviously impossible to detail the law of 
each state as well as the Federal, the 
author presents the general or majority 
rule, leaving to the reader the pursuit 
of individual citations. 


The sections of the book that are of 
particular interest are the chapters deal- 
ing with receivership, bankruptcy and 
corporate reorganization. Especially well 
done is a section on Fraudulent Convey- 
ances Through Bank Account Trusts, 
which originally appeared as an article 
in T&E. 


For the general practitioner, student 
or executive, this book is a boon, provid- 
ing as it does a quick and easy guide to 
the statutory, judicial and textual au- 
thorities. 


ARTICLES 


Estate Tax Deduction for Property 
Previously Taxed 


HARRY J. RUDICK. Columbia Law Review, 

June (Kent Hall, New York 27; $1.25). 

Asserting that Section 812(c) is the 
most complex and confounded provision 
of the Internal Revenue, Professor 


Rudick proceeds to an alaysis of the six 
conditions which must be satisfied, under 
the Regulations, in order to obtain the 


deduction for property previously taxed. 
The next part of this valuable article 
deals with the three sets of limitations 
which have been imposed on the amount 
deductible. The author’s conclusion is 
that the Section does not furnish a satis- 
factory solution to the problem of op- 
pressively frequent death charges, its 
consequences often depending upon for- 
tuitous events. For a compromise be- 
tween equity and expediency, he sets 
forth a ten-point proposal for revision 
of the PPT section. Meanwhile, he of- 
fers seven hints for obtaining the max- 
imum possible benefits under the present 
law, “short of committing suicide before 
the five year period expires.” 


Practical Aspects of Business Buy- 
and-Sell Agreements 

ARTHUR L. BERGER. Dickinson Law Re- 

view, June (Carlisle, Pa.; $2). 

“To sell or not to sell’ is logically the 
first question to be answered by the at- 
torney in approaching the preparation 
of a buy-and-sell agreement covering a 
sole proprietorship, partnership interest 
or closely held stock. Therefore, the 
author appraises the various considera- 
tions to be weighed in reaching an in- 
telligent decision, from the viewpoint of 
the prospective purchaser as well of the 
prospective seller. Whatever the form of 
the business, this analysis will in most 
cases result in a decision that such an 
agreement is desirable, following which 
there must be an inquiry into the funda- 
mental basis of valuation and method 
of funding. After a brief examination of 
special problems under Pennsylvania 
law, the article goes into drafting ques- 
tions, including mechanics, form of pur- 
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chase, insurance, trusteeship, and re. 
straint on alienation, with a final section 
on professional partnerships and de. 
ferred compensation arrangements. 


The “Joint Capital Trust” 


GUSTAVE SIMONS. Harvard Business Re. 

view, March-April (Cambridge, Mass. $2). 

A unique combination of existing plans 
is offered to solve three problems con. 
fronting virtually all companies: 
adequate capital; (2) incentives for man. 
agement; (3) security and participation 
for employees. Simply stated, the joint 
capital trust would be built up out of 
company earnings and employee contri- 
butions, which would benefit from sub- 


(1) | 


stantial tax savings, which would invest | 
its funds in the company, and which | 


would make distribution to all partici. 


pating executives and employees. The ap. | 
plication of these principles to each of | 
the three major problems cited is illus. | 
trated by the author. A table compares | 
the results under the joint trust and | 
taxable plans, on salaries ranging from | 


$5,000 to $100,000. 


Income Tax Problems of Decedents | 


and Their Estates 


LLOYD W. KENNEDY. Northwestern Univ, | 


Law Review, March-April (Chicago, 11). 


This is a bird’s-eye view of some of the 
income tax problems encountered in an 
average estate. Under the heading De- 
cedent’s Final Return, they include: un- 
paid salary and bonus, installment obli- 
gations, partnership payments, and joint 
return with spouse. The heading Income 
in Respect of Decedent covers items of 
income, distribution of Section 126 in- 
come, deductions of decedent and estate 
tax deduction. The final section on In- 
come during Administration deals with 


the fiscal year, administration expenses, — 


distributions during administration, and | 


year when administration ends. 


11th Annual Pension Study 


The Journal of Commerce, New York. 


Among the high-lights of this 32-page 
Study are these: New pension and profit- 
sharing plans are being established at 
the highest rate in our history (5,000 new 
plans per year) ... Funded plans are 
now gaining preference over unfunded 
. .. Higher interest earnings are reduc- 
ing costs ... Management wants a good 
deal of flexibility with respect to actual 
retirement dates More adequate 
benefits are being sought . Funds 
covering the employees of more than one 
employer within a given trade or indus- 
try are on the increase . . . Ways have 
been found to enable a pension plan to 
provide disability benefits without en- 
dangering financial stability . De- 
ferred executive compensation plans are 
so varied that some companies are using 
six different methods. 


The Study includes articles on prac-; 
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tical problems, investments, the “Insured 
Approach” and tax rulings, as well as 
current trends and the broad perspective. 
In all there are 21 articles by pension 
consultants, bankers, lawyers, insurance 
men and actuaries. 


Pension Problems Are Not Solved by 
Profit-Sharing 


HAROLD McPHEETERS. Mid-Continent 
Banker, May. (408 Olive St., St. Louis 2; 40c) 


Pension plans and profit-sharing plans 
have entirely different functions. The 
former provides the money for retirement 
at age 65 and enables both employer and 
employee to recover contributions made 
to Social Security, as well as permitting 
an older man to be replaced by a younger 
and presemably more efficient one. Profit- 
sharing favors the young employee, but 
is primarily a measure of thrift and in- 
centive. It does not guarantee the finan- 
cial ability to retire at 65. The employee’s 
vested interest may be realized upon ter- 
mination, hence it does not act to hold 
the employee till retirement age. The 
profit-sharing plan may be a good addi- 
tion to a pension, but it is never a sub- 
stitute. The author, who is pension con- 
sultant for the Missouri Bankers Asso- 
ciation, also discusses relative costs and 
the tax situation in each case. 


Fundamentals of State Death Taxes 


HARRISON B. CLAPP. American College of 
Life Underwriters Study Supplement (3924 
Walnut St., Philadelphia 4) 

State death taxes operate in many 
additional estates that are too small to be 
affected by the Federal estate tax since 
the introduction of the marital deduc- 
tion. This brochure, designed to aid un- 
derwriters to better understand the re- 
lationship of state death duties to life 
insurance, compares rates and exemp- 
tions, points up the domicile question, 
discusses taxable property and transfers, 
and outlines bases of the valuation. Then 
follow procedure for determination of the 
tax, due tax, liability for tax, notices 


' and waivers. The final section deals with 


the states which have estate taxes rather 


4% than inheritance taxes. 


OTHER ARTICLES 


Life Insurance in Profit Sharing 
Trusts, by Harold O. Love: Life Asso- 
cation News, July (11 W. 42nd St., New 
York 17; 35¢) 

ABC of Buy and Sell Agreements, by 
Albert L. Hall: Ibid. 


The Uses and Purposes of Trusts, by 
Gilbert T. Stephenson: Journal of Char- 
tered Life Underwriters, June (3924 
Walnut St., Philadelphia 4; $1.50) 


The Importance of Corporate Pension 
Plans, by Lambert M. Huppeler: Jbid. 


Advantages and Limitations of Power 
of Consumption in Testamentary Trans- 
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fers of Property: Note, Indiana Law 
Jour., Spring (Bloomington; $1.50) 


Judicial Techniques in Combating Tax 
Avoidance, by Ralph S. Rice: Michigan 
Law Rev., May (Ann Arbor; $1) 


Treaties Governing Succession to Real 
Property by Aliens, by Willard L. Boyd, 
Jr.: Ibid. 
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Where There's A Will 


JAMES M. SKINNER, retired president 
and chairman of company now known as 
Phileco Corp., and one-time winner of 
the annual Bok award for the greatest 
contribution to Philadelphia’s best inter- 
ests, created a trust fund of $600,000 for 
The University of Pennsylvania. The 
trustees — Mrs. Skinner and The Penn- 
sylvania Co. for Banking & Trusts — 
are directed to pay over to the university 
as much of the income and principal as 
will be necessary to provide annually, un- 
til the fund is exhausted, ten four-year 
scholarships for undergraduates selected 
by the university in consultation with the 
testator’s son. “While changing economic 
conditions make it impossible to designate 
the amount of each scholarship,” Mr. 
Skinner wrote in his will, it was his in- 
tention that it be “the equivalent of 
$1,000 per year at today’s (1946) price 
levels.” 


After a bequest of $100,000 to the 
Germantown Dispensary and Hospital, 
the residue of the estate, estimated at 
about $2,000,000, is bequeathed outright 
to the son, Mr. Skinner explaining that 
no provision was made for his wife or 
daughter at their request. The trustees 
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are specifically authorized to retain stock 
in The Pennsylvania Co., of which. Mr. 
Skinner was a director, and to invest in 
its common trust funds. 


PERLEY S. WILCOX, retired chairman of 
Eastman Kodak Co., set up a trust fund 
of $2,000, the income of which is to be 
used to provide flowers for the anni- 
versary of his wedding and of the deaths 
of himself and his widow. For the pur- 
chase and care of a burial plot and mon- 
ument, the executors — Mrs. Wilcox and 
Lincoln Rochester Trust Co. — are di- 
rected to expend a sum not exceeding 
$17,500. To the city of Kingsport, Tenn., 
where he headed Tennessee Eastman 
for many years, Mr. Wilcox devised 
some 15 acres of land to be used as a 
park, giving an employee the right to 
live in the dwelling thereon rent-free 
for two years after the death of Mrs. 
Wilcox. 


A dozen relatives, friends and employ- 
ees received legacies totalling $51,000, the 
largest being $15,000. To maintain a 
memorial house erected on church proper- 
ty by Mr. Wilcox during his lifetime, he 
bequeathed $85,000 to the trustees of the 
church. All the rest of the estate is left 
to Mrs. Wilcox outright, except 3,000 
shares of Eastman Kodak and 2,000 
shares of Union Carbide and Carbon 
stock which she receives for life only. 
Upon her death, the trust company as 
remaining executor is directed to sell 
the stock and distribute the proceeds 
among 17 named educational and chari- 
table institutions in amounts ranging 
from $2,500 to $10,000 and aggregating 
$108,500. If the proceeds are less than 
that sum, the legacies will abate pro- 
portionately but if greater, then the ex- 
cess is to be divided among ten other 
institutions in stated percentages. 


mpany 


CHARLOTTE, NORTH CAROLINA 


A regional trust operation offering complete 
personal and corporate services 


Member F.D.I.C.—Federal Reserve System 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


INCOME TAX 


Partnership held not terminated upon 
death of partner. Decedent, reporting his 
income on calendar year basis, was mem- 
ber of partnership having fiscal year 
basis ending February 28th. Decedent 
died on August 21, 1946, and Commis- 
sioner assessed deficiency in income re- 
ported in decedent’s final return for 
period January 1 to August 21, 1946, 
contending that partnership terminated 
on decedent’s death and his share of 
income from March 1 to August 21, 
1946 should be included regardless of 
fact that partnership agreement pro- 
vided that it shall continue, upon death 
of any partner, to end of its term. 


HELD: Commissioner overruled. Ques- 
tion whether partnership agreement pro- 
viding for its continuation beyond date of 
partner’s death is controlling for tax pur- 
poses has been decided in the affirma- 
tive by the Third, Fifth and Eighth Cir- 
cuits and in negative by Second Circuit. 
Tax Court decided to follow present 
weight of authority. Estate of Joseph 
E. Tyree, 20 T.C.—No. 95, June 29, 1953. 


Payments made by partnership to re- 
tiring partner considered ordinary in- 
come and not sale of capital asset. Part- 
nership agreement provided that upon 
death, or retirement of partner after 
65, his interest should be considered 
transferred to surviving or continuing 
partners in return for: his capital con- 
tribution, his share of current year’s 
profits, any partnership indebtedness due 
to him and portion of profits of partner- 
ship for stipulated period. By separate 
agreement, taxpayer, retiring at age of 
received benefits similar to those 
conferred by previous agreement. Com- 
missioner assessed deficiency contending 
that retirement payments were ordinary 
income and not consideration for sale 
of capital assets. Tax Court upheld Com- 
missioner. 


HELD: Tax Court decision sustained. 
Partnership was accounting firm, and as 
personal service partnership, taxpayer 
had nothing to sell. His only interest was 
in return of his capital contribution 
which was only part of which he re- 
ceived under agreement. Annual pay- 
ment committment was result of har- 
monious partnership. Partners merely 
desired retiring partner to share in 
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profits for limited period regardless of 
non-performance of services. Fact that 
taxpayer received more than he could 
demand under original agreement does 
not change character of payments. Whit- 
worth v. Comm., 7th Cir., June 12, 1953. 


Income tax liability upon surrender of 
endowment policies. In 1936, taxpayers 
purchased ten-year endowment policies, 
payable to them at maturity, but to 
controlled corporation if policies matured 
by death. At all times, taxpayers pos- 
sessed all incidents of ownership in poli- 
cies. Substantially more than one-half 
of premium payments were made by 
corporation. In 1945, taxpayers surrend- 
ered policies for their then cash sur- 
render value without reporting corporate 
premium payments as personal income. 
Commissioner assessed deficiency against 
taxpayers contending that income was 
received to extent cash surrender value 
exceeded premiums personally paid by 
taxpayers. 

HELD: Commissioner sustained. Sec. 
22(b)(2)(A) provides that amounts re- 
ceived under an endowment contract, 
except by reason of death of insured, 
are taxable to extent they exceed “aggre- 
gate premiums or considerations paid.” 
Tax Court interprets this phrase to mean 
paid by insured only. Premium payments 
by corporation could be construed as 
constructively received by taxpayers and 
thus paid by them, but no evidence was 
introduced as to circumstances surround- 
ing corporate paymeats so they cannot 
be presumed to have been constructively 
received or paid by them. F. E. Card, 
20 T.C.—No. 87, June 17, 1953. 


Income of discretionary trust not tax- 
able to beneficiary. Taxpayer’s husband 
created will providing that executors, in- 
cluding wife, should pay out income from 
property devised to wife and children 
for maintenance, comfort and support. 
Because of death of other trustees, dur- 
ing taxable years, taxpayer was sole 
trustee. No income was ever paid over 
since not needed by beneficiaries. Dis- 
trict Court overruled deficiency against 
wife, based upon contention that no trust 
was created by will and income belonged 
to wife, or if trust was created, income 
was taxable to her as sole trustee and 
beneficiary. 


HELD: Taxpayer’s claim for refund 


sustained on appeal. Trust was consid- 
ered to have been created under will, 
since no technical language was neces- 
sary. Since wife was not sole beneficiary 
and was legally obligated to pay out 
income only for comfort, maintenance 
and support, she did not have uncon- 
trolled dominion over trust property. 
Undistributed trust income is to be 
taxable to trust. U. S. v. Smither, 5th 
Cir., June 30, 1953. 


Income of irrevocable trusts taxable 
to grantor because of retained dominion, 
Taxpayer transferred shares of stock in 
family corporation to wife as trustee for 
three children to accumulate income un- 
til children attained majority and then 
distribute principal and accumulations to 
them. Year later stock certificate was de- 
livered to wife as trustee, then delivered 
to grantor for “safekeeping.” Trust was 
irrevocable and no powers were retained 
by granter. Commissioner assessed in- 
come tax deficiency, contending that 
grantor retained complete dominion 
over trust income. 


HELD: Taxpayer’s suit for refund de- 
nied. Fact that husband retained no 
powers over trust under the agreement 
does not preclude taxation of income to 
him where in fact he did control trust. 
Evidence shows that stock in his posses- 
sion was voted without proxy. He con- 
trolled investment of funds and com- 
mingled trust income with his personal 
funds. Trust was not considered to have 
been created in good faith, effected no 
substantial economic change and was 
nothing more than tax avoidance scheme. 
Moskin v. Johnson, D.C.S.D.N.Y., June 
11, 1953. 


Employees trusts total distribution in 
one year held to be ordinary income. 
Taxpayer reached retirement age of 
70 and received lump-sum payment 
from pension trust. Taxpayer continued 
to render services to employer and re- 
ceived his regular compensation. Tax 
Court sustained Commissioner’s defici- 
ency in income tax finding that lump- 
sum payment was not made “on account 
of the employee’s separation from the 
service” under Sec. 165(b) of Code and 
therefore was taxable as ordinary in- 
come and not capital gain. 


HELD: Affirmed. Fry v. Comm., 3d 
Cir., June 24, 1953. 
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Taxability of trust annuity—right of 
beneficiary to depletion deduction—tax- 
ability of community income during ad- 
ministration of estate. Taxpayer’s de- 
ceased husband provided $15,000 annuity 
for her under testamentary trust. Bal- 
ance of any income remaining from cor- 
pus was payable to his daughter. Upon 
decedent’s death, taxpayer was also 
possessed of community interest in cattle 
qranch. Taxpayer contended that taxes 
were overpaid, urging that for years 
prior to Revenue Act of 1942, annuity 
was not taxable since payable out of in- 
come or corpus. Taxpayer further 
alleged that, in subsequent years, she 
was entitled to proportion of percentage 
depletion allowed under Sec. 23 (m) of 
Code, since part of trust property con- 
sisted of oil interests. Taxpayer also 
denied propriety of inclusion of com- 
munity income in her return during 
years husband’s estate was in admini- 
stration. 






















HELD: Annuity payments were tax- 
able as ordinary income, based upon 
State Court ruling and previous Tax 
Court decision to effect that annuity was 
payable only out of trust income. Under 
Sec. 23 (m), taxpayer was entitled to 
depletion deduction on basis of trust 
income allocable to her. Since there was 
no evidence as to extent of trust in- 
come from depletable assets, however, 
deduction will be estimated under Cohan 
tule. Wife’s interest in community prop- 
ety was taxable to her during admini- 
stration of husband’s estate. Brad Love 
Street, T.C. Memo Op., June 23, 1953. 

Alimony payments subject to substan- 
tial contingency not considered install- 
ment payments. Separation agreement 
between taxpayer and former wife in- 
corporated in divorce decree provided 
for monthly payments for 6 years or 
until her death or remarriage. Tax Court 
sustained Commissioner’s disallowance 
of deductions for such payments on 
ground that payments were not “peri- 
odic” but “installment” payments of 
principal sum pursuant to Sec. 22(u) of 
Code. Fact that principal sum was 
not explicitly stated is immaterial 
where such sum can be computed even 
though subject to contingencies. Tax 
Court also sustained disallowance of 
deduction for premiums paid by tax- 
payer on life insurance delivered to 
wife as security for performance. 


HELD: Reversed regarding disal- 
lowance of deduction for alimony pay- 
ments. Effect of remarriage on liability 
created such uncertainty as to preclude 
computation of the principal sum neces- 
Sary to create installment obligation. 
There is doubt whether annuity payments 
having an actuarially predictable value 
would come within definition of obliga- 
tion of a principal sum payable in in- 
Stallments, but would in fact also be 
considered deductible periodic payments. 
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Tax Court affirmed as to its holding 
that insurance policies were held by wife 
only as security for alimony obligation. 
Premium payments were not construc- 
tively received by wife and thus not 
deductible as “periodic” payments by 
taxpayer husband. Baker v. Comm., 2d 
Cir., June 15, 1953. 


ESTATE TAX 


Insurance transferred to wife pursu- 
ant to separation agreement included in 
estate. Decedent and former wife en- 
tered into separation agreement provid- 
ing for lump sum cash payment, pay- 
ments of $8,000 per year during hus- 
band’s life, and designation of wife as 
beneficiary in insurance policies on life 
of husband to be maintained by him. 
Wife released all marital rights and 
agreed terms of agreement were to con- 
trol alimony decree in any subsequent 
divorce, with wife agreeing to “renounce 
and waive any right she may have ex- 
cept under the terms of this agreement.” 
Husband endorsed policies designating 
wife and daughter as primary and con- 
tingent beneficiaries respectively, but re- 
tained a reversionary interest upon their 
both predeceasing him. Husband could 
change primary beneficiary with wife’s 
consent and had right to change contin- 
gent beneficiary. Commissioner assessed 
deficiency contending that insurance was 
includible in husband’s estate. 


HELD: Taxpayer’s suit for refund of 
estate tax deficiency denied. Insurance 
could not be deductible as claim against 
estate by wife, since release of marital 
rights is not adequate consideration to 
support claim. Harris v. Comm., 340 
U. S. 106 (1950), was distinguished in 
that separation agreement was contingent 
upon incorporation in divorce decree and 
thus, obligation was imposed by law and 
did not require consideration in money’s 
worth. 

Insurance was held to be includible in 
decedent’s estate under Sec. 811(c) of 
Code, not as transfer in contemplation 
of death, but one taking effect at death, 
since beneficiaries had to survive dece- 
dent to take and reversionary interest 
exceeded 5% of valve of insurance. In- 
surance proceeds were also taxable 
under Sec. 811(g) of Code since dece- 
dent paid all the premiums on policies 
and possessed incidents of ownership 
therein. Bank of New York v. U. S., 
D.C.S.D., N. Y., June 29, 1953. 


Deductibility of attorney’s fees. Tax- 
payer filed suit to recover estate tax 
deficiency. In addition, attorney’s fees 
for opposing deficiency assessment and 
litigating suit for refund were claimed 
as deduction from decedent’s estate. 


HELD: Deficiency upheld, but refund 
allowed of additional estate taxes paid 
by reason of disallowance of attorney’s 
fees as a deduction from decedent’s tax- 





able estate. Second Nat’l Bank v. Dall- 
man, D.C.S.D. Ill., June 9, 1953. 


Statute of limitations on refunds does 
not run from date of payment of tax. 
Taxpayer, upon notice by revenue agent 
of proposed estate tax deficiency assess- 
ment, paid tax in advance to collector 
and waived restrictions on immediate 
assessment of tax on August 2, 1945. 
Taxpayer’s purpose was to avoid accrual 
of interest on deficiency. Assessment list 
was signed by Commissioner August 17, 
1945, Taxpayer filed claim for refund 
on August 6, 1948. Commissioner denied 
claim on ground of three year statute 
of limitations. 


HELD: Taxpayer sustained on appeal. 
Until Commissioner certified assessment 
list, there was no tax liability. Fact that 
prior thereto taxpayer had paid defici- 
ency and waived assessment is immate- 
rial. Thomas v. Mercantile National 
Bank, 5th Cir., June 18, 1953. 


Life insurance assigned by insured not 
includible in her estate. Decedent pro- 
cured single premium annuity contracts 
and single premium life insurance poli- 
cies on her life with issuance of latter 
conditioned on issuance of former. Sub- 
sequently she irrevocably assigned in- 
surance policies to her two sons as gifts. 
Prior to decedent’s death, assignees sur- 
rendered policies for cash value. After 
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her death Commissioner assessed defici- 
ency contending that insurance was in- 
cludible in decedent’s estate as either 
transfer in contemplation of death or 
one taking effect at death, on theory 
that considering insurance and annuity 
as an entity, decedent made a transfer 
reserving income therefrom for life 
under Sec. 811(c) of Code. 


HELD: Tax Court reversed Commis- 
sioner. Facts prove that decedent’s mo- 
tive in assigning insurance to sons was 
related to life and not death, to help sons 
through business depression. Assignment 
was not considered transfer with reserved 
life estate. Once cash surrender value 
was received, no property interest ex- 
isted which could be considered as hav- 
ing passed from decedent upon her death. 
Estate of Lillie G. Hutchinson, 20 T.C. 
—No. 109, June 30, 1953. 


Girt TAx 


Agreement to provide for adult chil- 
dren in separation agreement constitutes 
taxable gifts. Taxpayer entered into sep- 
aration agreement with wife in 1944 
providing for payments to her for two 
children during their minority or until 
marriage. Payments were to be made to 
children after they attained majority 
and taxpayer promised to create trusts 
for children upon death of his mother. 
Agreement was incorporated in subse- 
quent Nevada divorce decree. In 1946, 
agreement was entered between parties 
modifying prior arrangement for chil- 
dren for creation of trust and annual 
payments to children. Commissioner 
assessed gift tax deficiency for 1946, ad- 
vocating that value was to be meas- 
ured by present value of future annual 
payments in addition to principal of 
trust created under 1946 agreement. He 
further argued that if no gift was made 
in 1946, deficiency should be increased 
to extent taxpayer did not report present 
value of future payments, promised to 
children in 1944, as taxable gifts. Tax 
Court sustained Commissioner’s first 
contention, fixing additional gift tax lia- 
bility for 1946. 


HELD: Remanded; 1946 transfer not 
for consideration though not effective 
until incorporated in prior divorce 
decree. Obligation was not one imposed 
by law since state court did not have 
power to award funds to children after 
their majority, or beyond their need for 
support. Tax Court’s holding that 1946 
transfer was taxable gift in its entirety 
was reversed. Taxpayer should have re- 
ported present value of future payments 
promised in 1944 and 1946 as gifts and 
not as separate gifts when each annual 
payment made, to extent promises made 
were for inadequate consideration. Since 
rights of children under 1944 agreement 
were waived in exchange for 1946 agree- 
ment, there was some consideration given 
for new promises. Case remanded to Tax 
Court to ascertain whether such consid- 
eration was “adequate and full” and to 
what extent release of prior rights con- 
stituted consideration for 1946 transfer. 
Rosenthal v. Comm., 2d Cir., June 24, 
1953. 


RULINGS 


Delegation of authority to compromise 
tax liability. All authority vested in Sec- 
cretary, Under Secretary, and Assistant 
Secretary of Treasury under Sec. 3761 
(a) of Code and General Counsel under 
Sec. 3761 (b) of Code to compromise tax 
cases is delegated to Commissioner of 
Internal Revenue and may be further 
delegated to his subordinates. T.D.O. No. 
150-25. ° 


New regulations on corporate stock 
redemptions. Reg. 111, Sec. 20.115-9 is 
amended to reflect Sec. 115(g)(3) added 
by Rev. Act. of 1950, as amended by 
Sec. 320, Rev. Act. of 1951, dealing with 
redemptions of stock in decedent’s gross 
estate to pay death taxes. 


Only distributions made after date of 
decedent’s death and prior to three years 
and ninety days after filing of estate tax 
return come within provision. Redemp- 
tion may be made pursuant to Sec. 115 
(¢g)(3) by personal representation of 
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decedent or any person holding stock 
as a result of transfer under Sec. 811 
of Code. Fact that distribution to one 
shareholder’s estate is subject to pro- 
visions of Sec. 115(g)(3) does not pre- 
vent Commissioner from treating distri- 
bution to other shareholders as essenti- 
ally equivalent to dividend. T.D. 6019, 
I.R.B. 1953-14, 12. 


Regulations on payments to benefici- 
aries. Sec. 29.22(b)(1) has been added to 
Regulations 111 interpreting provisions 
of Sec. 302, Rev. Act. of 1951, providing 
for exclusion from gross income of 
amounts received “under a contract of an 
employer providing for the payment of 
such amounts to the beneficiaries of an 
employee, paid by reason of the death 
of the employee. . .” 


Exclusion applies separately to 
amounts receivable under each contract 
where more than one contract with em- 
ployers or former employers. Where 
more than $5,000 payable by one em- 
ployer, $5,000 exclusion apportioned 
among beneficiaries as amount received 
by each bears to total amount payable. 
Required contract may be written, part 
of fund or trust, including tax exempt 
pension trusts under Sec. 165 (a) of 
Code, or pursuant to established plan of 
employer providing for such payment. 
Amounts excludible are limited to 
amounts payable only by reason of death 
of employee. To extent employee had 
non-forfeitable right to receive such 
amounts during life, no exclusion is 
allowed. 


Sec. 29.22 (b)(2) — 2 was also amend- 
ed to conform to Sec. 303, Rev. Act of 
1951, which provides that basis of sur- 
vivor’s interest in joint and survivor’s 
annuity contract computed under Sec. 
113 (a)(5) of Code as transferred from 
decedent annuitant on his death, shall 
be deemed to be consideration paid for 
survivor’s interest for the purpose of 
excluding annuity income under Sec. 
22(b)(2) of Code. Thus, if any part of 
survivor’s interest is includible in estate 
of decedent annuitant whether subject 
to tax or not, value of survivor’s annuity 
at date of decedent’s death shall be 
amount to be excluded from income as 
annuity payments are made thereafter. 


Secs. 29.22(b) (2) — 5, and 29.165 —6 
were amended to make Sec. 303 applic- 
able to employee survivorship annuities 
where requirements are met. Sec. 20.113 
(a)(5) — 1 was amended to reflect 
amendment to Sec. 113 (a)(5) of Code 
providing that survivor’s interest in joint 
and survivorship annuity shall be con- 
sidered “acquired by bequest, devise, oF 
inheritance” if any part thereof was 
included in decedent annuitant’s estate. 
T.D. 6020, I.R.B. 1953-14, 4. 
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CHARITABLE ‘TRUSTS Attorney 
General May Not Delegate Right 
to Compel Performance 






Pennsylvania—Supreme Court 

—- v. The Barnes Foundation, 374 Pa. 

Dr. Albert C. Barnes established The 
Barnes Foundation in 1922 to promote 
the advancement of education and the 
appreciation of the fine arts, and gave 
a large art collection as well as much 
money to it. After Dr. Barnes’ death, 
the trustees followed the policy of limit- 
ing admission to the art gallery to stu- 
dents enrolled in the classes. The plain- 
tiff as a member of the public and with 
the written consent of the Attorney- 
General, brought suit in equity to force 
the trustees to admit the public to the 
art gallery. The lower Court dismissed 
the bill on the ground that the court 
would not interfere with the exercise of 
discretionary powers unless the trustees 
were guilty of bad faith. Plaintiff ap- 
pealed. 


HELD: Affirmed. The bill should have 
been dismissed for want of a proper 
party plaintiff. In absence of statutory 
athority, no person whose interest is 
mly that held in common with other 
members of the public can compel the 
performance of a duty owed by the cor- 
poration to the public. Only a member 
of the corporation itself or the Attorney- 
General is qualified to bring action as 
such. The Attorney-General may not 
delegate the conduct or control of the 
suit and his consent to such suit is 
clearly insufficient. 


































CHARITABLE ‘TRUSTS Possible 
Beneficiary Group Held Sufficient- 
ly Definite 







Iowa—Supreme Court 
In re Small’s Estate, 58 N.W. (2d) 477. 






Small’s will provided a trust for his 
widow for her life and upon her death 
the remainder was to be held in trust 
as follows: 













“I direct that my said trustees or their 
successors shall distribute annually or 
semi-annually as they may see fit, the in- 
come thereof to such persons and for such 
purposes as they may feel is directed by 
God the Father, Jesus Christ the Son, and 
Holy Spirit, and as they believe would be 
acceptable to me and meet my approval 
were I able to give it, they to be at liberty 
to choose and change the beneficiaries as 
said trustees may from time to time 
unanimously decide, it being my desire, 
intention and direction, that said fund 
shall continue permanently and forever, 
and only the income thereof shall be used 
for the disbursements herein contemplated, 
and nothing herein shall prevent said trus- 
tees from allowing said income to accumu- 
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RECENT FIDUCIARY DECISIONS 


late in the event they do not find a suit- 
able beneficiary as herein stated. 


“By way of explanation it is my desire 
that any disbursements made under this 
paragraph shall be made to persons who 
believe in the fundamental principles of 
the Christian Religion and in the Bible 
and who are endeavoring to promulgate the 
same.” 


Upon the widow’s death certain of her 
nieces, nephews and grandchildren sought 
to have the trust provision declared in- 
valid. The trial court held the provision 
invalid on the ground that it did not with 
sufficient definiteness designate a reason- 
ably ascertainable beneficiary to meet the 
requirement of either a private or char- 
itable trust. 


HELD: Reversed. The trust was not 
void for indefiniteness or uncertainty and 
the trustees would be required only to 
earnestly, diligently and intelligently seek 
to ascertain, and in good faith to believe 
that the beneficiaries chosen believed in 
and were endeavoring to promulgate “the 
fundamental principles of the Christian 
religion and in the Bible.” As a public 
charitable trust this did not violate the 
rule against perpetuities or statute 
against restraint of alienation. 


CLtaims — Tort Claim Against Ad- 
ministrator Must be Filed in Pro- 
bate Court 


Nebraska—Supreme Court 
Mueller v. Shacklett, 58 N.W. (2d) 344. 


Action was brought in District Court 
for damages for tort against administra- 
tor of estate of tort feasor. No claim 
had been filed in Probate Court within 
time limited for filing claims. Suit was 
dismissed for want of jurisdiction. 


HELD: The Nebraska statute requir- 
ing claims against an estate to be filed, 
applies to tort as well as contract claims, 
and includes every species of liability 
which an executor or administrator can 
be called upon to pay. The Probate Court 
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has exclusive original jurisdiction of all 
claims. 


CoNFLICT OF Laws — Out-of-State 
Oral Agreement Not to Alter Will 
Unenforceable 


New York—cCourt of Appeals 
Rubin v. Irving Trust Co., 305 N.Y. ——. 


The Appellate Division decision re- 
ported at page 543 of July 1952, has 
been affirmed. 


DISTRIBUTION — Executor May Not 
Set Off Legatee’s Debt Barred by 
Statute of Limitations 


New York—Appellate Division, Fourth Dept. 
Matter of Riley, 121 N.Y.S. (2d) 394. 


HELD: An executor, unsupported by 
any relevant testamentary provision, has 
no right of “equitable” retainer or set-off 
enabling him to deduct from a legacy a 
debt of the legatee to the decedent which 
is barred by the statute of limitations 
as of the testator’s death. 


NOTE:* The Court observed that 
neither the Legislature nor any Appellate 
Court (with one exception) had passed 
upon this question and thought it well 
to clarify a problem that has been dis- 
concerting Surrogate’s Courts since 1916 
when Kimball v. Scribner, 174 App. Div. 
845, 161 N.Y.S. 511, was decided. There 
the legatee brought an action at law, 
in the Supreme Court, to recover his 
legacy. His debt to the testator was 
barred as of the testator’s death; and 
he was permitted to recover the legacy. 
Thereafter, some Surrogate’s Courts 
were reluctant to follow the Kimball de- 
cision, apparently on reasoning as fol- 
lows: The Surrogate’s Court is a court 
of equity, in which technical rules ap- 
plicable in courts of law should not 
apply; therefore the executor should have 
an equitable right of “retainer” because 
the statute of limitations does not ex- 
tinguish the debt. The Court ruled, how- 
ever, that there is nothing in the Kim- 
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ball decision which limits its holding to 
actions at law. A week later the Third 
Department, in Matter of Eaton, 121 
N.Y.S. (2d) 836, also declared that the 
Kimball decision was fully applicable in 
the Surrogate’s Court. 


DISTRIBUTION — Resident of Yugo- 
slavia Not Entitled to Inherit 


California—Supreme Court 

Estate of Arbulich, 41 A.C. 85 

1953). 

This case arose on a petition to de- 
termine heirship. The probate court or- 
dered distribution to decedent’s surviving 
brother, Thomas, a resident and citizen 
of the United States, to the exclusion of 
John, a resident and national of Yugo- 
slavia. The two brothers were the sole 
heirs at law. Decedent’s will left his en- 
tire estate to his father if the father 
survived, otherwise to John. The father 
died before testator. 


HELD: In the light of the constitu- 
tion of Yugoslavia and various Yugo- 
slavian “decrees,” a citizen of the United 
States would have no unqualified right 
(and apparently no right except in the 
discretion of some Yugoslavian govern- 
mental agency) to take property in 
Yugoslavia by succession or testamentary 
disposition. This fact negatives any ef- 
fective reciprocal provisions between the 
two jurisdictions, and disqualifies the 
Yugoslavia claimant. 


(May 25, 
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DISTRIBUTION — Foreign Charity Not 
Entitled to Legacy 


California—District Court of Appeal 


Estate of Karban, 118 A.C.A. 276 (May 29, 
1950). 


HELD: ‘Disposition to a playground 
association in Czechoslovakia could not 
be given effect, that country being on a 
nonreciprocal inheritance basis with 
California. The fact that the gift was to 
a Czechoslovakian charity makes no dif- 
ference. 


LIFE TENANT & REMAINDERMAN — 
After Recoupment of Trust Princi- 
pal Continued Allocation to Princi- 
pal of Part of Receipts Would Vio- 
late Rule against Accumulation 


New York—Surrogate’s Court, Westchester Co. 
Matter of Beeler, 121 N.Y.S. (2d) 202. 


The testator specifically authorized the 
retention of interests in oil royalties, 
which were the major part of the ori- 
ginal trust assets, but made no specific 
directions as to the administration there- 
of. The fiduciaries had been allocating 
724% % of the receipts from the oil royal- 
ties to income and 27%% to principal. 
Following such allocation (which was 
unquestioned on a prior accounting and 
not questioned in the instant proceeding) 
it appeared that if such allocation were 
continued the inventory value of the 
trusts would shortly be recouped. Ob- 






serving that no case in point had come 
to its attention, the Court 


HELD: Although the validity of allo- 
cating receipts from wasting assets be- 
tween principal and income is unques- 
tioned, the continuance thereof after the 
entire principal is recouped would violate 
the New York statutory rules against ac. 
cumulation of income and a testamentary 
direction for such allocation beyond com. 
plete recoupment of principal would be 
invalid. After such full recoupment, all 
the receipts from the oil royalties are 
distributable as income. 


LIFE TENANT & REMAINDERMAN — 
Difference between Face Value of 
“G” Bonds and Amount Realized 
on Redemption before Maturity is 
Chargeable against Income 


New York—Surrogate’s Court, New York Co. 
Matter of Coulter, 121 N.Y.S. (2d) 531. 


In 1941 and 1942 the trustee bought 
interest bearing U. S. Savings Bonds, 
Series G, maturing in 1953 and 1954. In 
1950, to take advantage of the change in 
the New York statute which authorized 
investment in common stocks, the trustee 
redeemed such bonds, suffering a dis- 
count of $2,205 because of the redemp- 
tion prior to maturity. The trustee 
sought instructions as to allocating such 
discount as between principal and in- 
come. The trustee recognized that it 
knew, before buying the bonds, that if 
they were not held to maturity, there 
would be an adjustment of the interest 
rate in accordance with the table printed 
on the bonds — but it stated that at the 
time of purchase it had no intention of 
redeeming the bonds prior to maturity. 
Its change of plan resulted from cir- 
cumstances not then forseeable. 


HELD: The difference between the 
face value of each bond and the redemp- 
tion value represents an adjustment of 
interest to the rate appropriate for the 
shorter term and such amount is charge- 
able against income and not against prin- 
cipal. A trustee making any investment 
takes into account ail of the advantages 
and disadvantages of a selected security. 
The very factors that make an invest- 
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nent desirable for one trust might make 
t improper for another. One purchasing 
nterest bearing Savings Bonds will nor- 
mally do so only if reasonably certain 
hat it can retain them without loss in 
edemption value. Where such invest- 
ment is advantageous for the trust, a 
practicable plan can be worked out by 
he trustee for the protection of income 
ind principal. The hardship on benefi- 
iaries by relatively small fluctuations in 
income and the weight of labor cast upon 
trustees on account of the possibility of 
ajjustments of income are not such real 
difficulties as would justify casting on 
pincipal an adjustment that is truly 
me of income. 


POWERS OF APPOINTMENT — Limit- 
ed Power Not Exercised Where No 
Reference Made Thereto 


Pennsylvania—Supreme Court 
Windolph Trust, 374 Pa. 81. 


Decedent received the income and had 
he power to appoint the principal of a 
qust established by his sister to char- 
table institutions by will specifically ex- 
sising the power. He also received 
te income from a trust established by 
js mother. The same Pennsylvania trust 
ompany was trustee of both trusts. De- 
edent died in 1945 domiciled in Cali- 
frnia, leaving a will in which he did not 
aercise the power of appointment. He 
aso left a paper which was admitted to 
wwbate in Pennsylvania as a codicil in 
vhich he exercised the power of appoint- 
wnt which he recited as having been 
gen to him in his mother’s trust. It 
ws signed by decedent and sworn to 
fore a California notary. The lower 
art held that the power had not been 
ercised in accordance with its terms 
ud the appointee appealed. 


HELD: Affirmed. Although invalid in 
alifornia, the codicil was valid in Penn- 
jlvania whose law governs the inter- 
retation of the power of appointment. 
he rule is well settled that in the exer- 
se of a special or limited power, the 
bpointing instrument must refer to the 
wer or dispose of the subject of the 





power specifically or by description or 
reference which clearly identifies it, un- 
less the appointing instrument could have 
no operation except as an execution of 
the power and there is no uncertainty 
about the intention to execute it or the 
property to which it refers. 


Here it is impossible to do anything 
but guess whether decedent intended, al- 
though mistakenly, to appoint the prin- 
cipal of his mother’s trust, which he 
specifically said he did, or whether he 
intended to appoint that of his sister’s 
trust, although he never said so. There 
was therefore no specific exercise of the 
power of appointment given him by the 
sister’s trust. 


PowErs — Appointment — Special 
Power Exercised by General Resid- 
uary Clause — Power Held Exclu- 
sive 

Massachusetts—Supreme Judicial Court 
Frye v. Loring, 1953 A.S. 667; July 6, 1953. 


The will of Cabot Morse’s aunt, Marion 
Hovey, exercising a power of appoint- 
ment under the will of her father, George 
O. Hovey, created a trust under which 
Cabot had the income and a testamentary 
power to appoint the principal to his 
“wife and issue.” Cabot’s will appointed 
to his wife for life the income of all the 
property over which he had power un- 
der Marion’s will. (See Welch v. Morse, 
323 Mass. 233.) A later clause in the 
will gave all the residue, “wherever situ- 
ated, real or personal, in trust or other- 
wise,” to his wife outright. The preamble 
of his will stated that it was his last will 
of all property of which he died seized 
or possessed or over which he had any 
power of appointment. 


There were two questions involved. 
First, did the residuary clause exercise 
the power; and Second, was the power 
exclusive or non-exclusive; that is, could 
he appoint it all to his widow, or should 
he have appointed a substantial part to 
his issue? 

HELD: (1) The power was exercised 
by general residuary clause, even though 
Cabot probably had no specific intent to 
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dispose of this particular property. The 
canon of construction is not whether the 
will shows affirmatively an intention to 
exercise the power, but whether it shows 
affirmatively an intention not to exercise 
the power. 

(2) This question is one of the in- 
tent of the donor. The donee can exclude 
one or more members of the class from 
the distribution unless the donor has 
manifested a contrary intent. In this case 
there was no such contrary intent. Ac- 
cordingly the power was exclusive and 
Cabot could appoint the whole to his 
wife to the exclusion of his issue. 

NOTE: The court took the position 
that when a power is non-exclusive, a 
substantial amount, not merely a nom- 
inal amount, must be appointed to each. 
This point has never come up before in 
Massachusetts. For other cases involv- 
ing the affairs of this family, see Morse 
v. Commissioner, 327 Mass. 22; and 
Mass. Institute of Technology v. Loring, 
327 Mass. 553. 


PowErRs — Limitations — Devisee 
May Convey Good Title Although 
Will Later Proved to Be Forged 


United States—Court of Appeals, Sixth Circuit 
Chastain v. McKinney, 203 F. (2d) 712. 


The question presented was whether, 
under Kentucky law, a devisee has the 
power to sell devised real estate so as 
to convey an indefeasible title against 
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subsequent annulment of the will if 
proven to have been a forgery. The Dis- 
trict Court held that the devisee can 
convey to an innocent purchaser for 
value, without notice, a good title to the 
devised property. 


HELD: Affirmed. The Appellate Court 
relied upon: (1) A statute providing that 
no will be received in evidence until pro- 
bated and that its probate is conclusive, 
except as to jurisdiction, until set aside; 
(2) A statute providing that sales of 
. personal estate by an executor lawfully 
made to a purchaser in good faith prior 
to the invalidation of the will remain 
valid; (3) A statute providing that the 
estate alienated by an heir or devisee 
shall not be liable to the claims of credi- 
tors in the hands of a purchaser in good 
faith unless action is instituted within 
six months after the devise or descent of 
the estate. 


NOTE: A provision of the Civil Code 
(now transferred to the Statutes) pro- 
viding that a judgment probating a will 
may be set aside upon discovery of a 
later will, but that the judgment estab- 
lishing the later will shall be “without 
prejudice to the vested rights of inno- 
cent third parties,” was not referred to 
in the opinion. 


—Reported by Kentucky Legal Editor 
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PoweErs — Limitations — Trustee’s 
Exercise of Discretion Not to In- 
vade Principal Sustained 

California—Supreme Court 

Estate of Ferrall, 41 A.C. 169 (June 30, 1953). 

reversing decision abstracted in T&E, Dec. 

1952, p. 958. 

Ferrall’s will created a trust, with 
Bank of America and his son George as 
trustees, to pay the income to his daugh- 
ter Faye. The trust contained the pro- 
vision that if the income is insufficient 
to meet the needs of the daughter, then, 
in the sole discretion of the trustees, 
they may pay to her such amounts from 
the principal sufficient to meet her “needs, 
care and comfort.” 


George was a remainderman as to one- 
half of the trust. The daughter became 
incompetent. In 1950 her guardian peti- 
tioned the court for an order instructing 
the trustees to invade the principal to 
pay for her care and maintenance in a 
sanitarium, the expense of which was 
$475 per month. The trust income was 
only $50 per month. The probate court 
instructed the trustees to provide funds 
to pay for the beneficiary’s care, needs 
and comfort without regard to or con- 
sideration of her separate property or 
income or her interest in the community 
property of herself and her husband. 


HELD: Reversed. The trustees did not 
abuse their discretion in refusing to in- 
vade principal. Since it appeared that the 
beneficiary’s husband was able to sup- 
port her (or at least the contrary did 
not appear), invasion would not be au- 
thorized, particularly in view of fact 
that testator had made it clear that he 
wanted beneficiary’s husband to have no 
benefits from the trust. Whether good 
faith has been exercised or an abuse of 
discretion has been committed is always 
subject to consideration by the Court. 

Two judges dissented on the ground 
that beneficiary’s income from other 
sources should not be taken into con- 
sideration. 


WILLs — Construction — Cross Re- 
mainders Rejected 
Oregon—Supreme Court 

Jorgensen v. Pioneer Trust Co., decided June 3, 

1953. 

The testatrix was survived by three 
sons who were her only heirs. Harold 
died and left as his sole heirs his two 
surviving brothers. Ira left surviving as 
his sole heirs his wife and his daughter. 
The defendant is the latter’s husband. 
Claude, the only son of testatrix now 
surviving, is the plaintiff and appellant. 
Under the will the household furniture 
and personal effects were given to Har- 
old. A life tenancy in the home located 
in Salem was given to Claude. The re- 
mainder of the property was bequeathed 
to the Trust Company as trustee to pay 
the income annually to the three sons 
during their lifetime, share and share 
alike, with the right to encroach upon 









the principal for the support and main 
tenance of said sons in the event of 
necessity, limited, however, to one-thirg 
of the trust funds for any one son. The 
clause under construction was: 


“(g) I direct that this trust shall te. 
minate upon the death of my said son, 
Claude, and that my trustee then shal 
pay over, transfer and deliver the entire 
principal constituting the trust, as the 
same shall then be, to my said sons, Har. 
old and Ira, to have and to hold for their 
own use, benefit and behoof forever, share 
and share alike, per stirpes and not per 
capita, providing, however, said trustee 
has not paid all of said principal and in. 
come to my said sons prior to the death 
of my said son, Claude, and _ providing 
further that if my said three sons shal] 
not then be living, but shall leave living heirs 
of his body, the proportion of said property 
which would otherwise have gone to such 
deceased child shall go to the then living 
heirs of the body of such deceased child 
by right of representation. It being strictly 
understood that if my said son, Claude, 
should leave a living heir or heirs of his 
body, then said estate shall be divided 
in three parts, one-third going to the heir 
or heirs of my son, Harold, or his heirs, 
and one-third to Ira or his heirs. My said 
trustee is hereby instructed that when it 
divides my property after the death of my 
said son, Claude, that it will deduct any 
sum or sums which it has already paid to 
any one of my sons above the income 
from my said trust fund.” 


The plaintiff Claude claims that by 
reason of the death of his brothers there 
was a failure of the provision referred 
to and that he is now entitled to receive 
the entire trust estate with all accumu- 
lations as the sole survivor of the three 
brothers, upon the theory of cross re- 
mainders. The trial court held that dur- 
ing the life of the plaintiff he is entitled 
to receive one-third of the net income 
from the trust corpus and the remainder 
of such income, exclusive of that re- 
ceived from the home property in Salen, 
shall be added to the corpus and ulti- 
mately distributed with such corpus, and 
that upon the death of plaintiff with- 
out issue of his body surviving the re- 
mainder of the trust shall be transferred 
and distributed free of the trust to Ira’s 
daughter, or to the issue of her body. 


HELD: Affirmed. The clause to the 


‘effect that no son or his heirs, if any, 


should benefit by more than one-third of 
the income or one-third of the corpus 
unless Claude should die without heirs 
of the body surviving repelled any 4s- 


sertion as to his right to all of the corpus. 


The gift was not to a class. 


WILLs — Construction — Death 
Without Children Refers to Life- 
time of Life Tenant 


Indiana—Appellate Court 
Richardson v. Chastain, 111 N.E. (2d) 831. 


This was a quiet title action in which 
it was necessary to construe a will to 
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determine whether remainders after a 
life estate were contingent or vested. The 
testator devised a life interest to his 
widow and “after the death of Della 
Parks . . . then the rest divided (sic) 
equally between Ida Hawkins and Irell 
Parks . . . and in case either of them 
should be dead and leaving no child or 
children living then the share of the one 
who may be dead to be given to the 
other named heir herein but in case 
either be dead leaving a child or children 
living then the share willed to the one 
who may be dead to be given to the child 
or children.” 


Ida Hawkins died after the death of the 
testator but before the death of the life 
tenant, without leaving children surviv- 
ing her. Irell Parks survived Ida Haw- 
kins, but also died before the life tenant 
without leaving any children surviving 
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a a, The heirs of Irell Parks claimed she 
ric had a vested interest in the real estate 
aude | While the heirs of the testator claimed 
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said HELD: The devise to Irell Parks be- 






en it 
of my 
t any 
‘id to 
come 


came a vested remainder upon the death 
of the testator. The words “in case either 
be dead leaving no children” refers to 
death in the lifetime of the testator. 
While the estate may be subject to de- 
feasance it nevertheless vested when 
there were persons alive at the death of 
the testator who were named in the will 
to receive the remainder. They also had 
an immediate right to possession upon 
the termination of the life interest. The 
heirs of surviving remainderman were 
entitled to the property over the heirs 
of the testator. 
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WILLs — Construction — “Nearest 
of Kin” Held to Mean All Distribu- 
tees 









Georgia—Supreme Court 
Butt v. Trust Co. of Georgia, 75 S.E. (2d) 745. 







Decedent was survived by eleven nieces 
and nephews, and nineteen great-nieces 
and great-nephews, the latter being chil- 
dren of deceased nieces and nephews. 
Item 4 of his will left one-half of the 


















y. 
7 residue of his estate “in equal shares 
to my nearest of kin living at the time of 
ph my death,” except a sister. Should the 
d of F sister predecease him, which she in fact 
PUS | did, the whole residue was to be delivered 
ers} in equal shares to “my nearest of kin 
as-} then surviving.” Item 5 bequeathed the 
pus. | other half of the residue in trust for the 
sister, in the event she survived the de- 
cedent, and upon her death the remain- 
ath der was to be divided equally between 
ife- | “my nearest of kin then surviving, and 
shall be delivered to said next of kin in 
equal shares.” 
31. The trust company as executor filed a 
sich | Petition for a construction. The trial 
| to} Court held that it was the intention of 
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the testator that the net residue of his 
estate be distributed among his heirs at 
law pursuant to the statute of distribu- 
tion. The nieces and nephews excepted, 
insisting that the great-nieces and great- 
nephews should take nothing under the 
will. 


HELD: Affirmed. “Nearest of kin” was 
used as meaning “next of kin.” This clear- 
ly appears from item 5 where the phrases 
are used synonymously. The word heirs 
means distributees; and the word dis- 
tributees means all the next of kin. The 
fact that in item 4 the testator bequeath- 
ed one-half of this property to his “near- 
est of kin,” his sister at the time being 
his sole “nearest of kin,” and then added 
that, in the event his sister was living 
at his death, she should not be included 
in this item, but should “take the por- 
tion hereafter provided for her,” is in- 
dicative that the testator was using the 
term “nearest of kin” in its popular 
sense, as meaning his heirs at law pur- 
suant to the statute of distribution. 


—Staff Digest 


WILLS — Construction — Subse- 
quently Adopted Children Not En- 
titled to Take as “Child or Descen- 
dant” 


United States—Court of Appeals, D. of C. 
Noreen v. Sparks, 204 F. (2d) 56. 


The testatrix devised her residuary 
estate in trust, for the benefit of her two 
sisters, Cornelia and Amelia, and their 
children, in equal shares. The testatrix 
named Cornelia Rebecca Potts and her 
daughter, Cornelia Ross Potts, succes- 
sive life beneficiaries of half the trust 
and provided that upon the death of the 
daughter, Cornelia Ross “not leaving any 
child or descendent surviving her” then 
the said one-half share of the trust was 
to go to the ultimate beneficiaries of the 
remaining half of the trust. The daugh- 
ter, Cornelia Ross, died without issue in 
1950. 


The testatrix also named Amelia Hadel 
life tenant of the other half and her two 
sons, Charles and Albert successor life 
beneficiaries as to one-fourth of the en- 
tire trust, with the remainder to the 
children of Charles upon the youngest 
child reaching 21 years. By 1905 the 
Hadel trust had ceased and the Hadel 
half of the estate had become the abso- 
lute property of the three surviving chil- 
dren of Charles. The first of Charles’ 
children died in 1920, leaving a daugh- 
ter, Elizabeth C. McClurkin as sole heir. 
The other two children died in 1943 and 
1946, both leaving wills devising their 
estates to the Mercantile Trust Co. of 
Baltimore. Accordingly the defendants, 
McClurkin and the trust company, owned 
the Hadel half of the trust estate in 1950 
when Cornelia Ross Potts died. 


Cornelia Ross Potts adopted Albert T. 
Noreen, Jr. in 1942 and Robert T. Rus- 


sell in 1944. Each claimed to be a “child 
or descendent” of Cornelia Ross Potts 
within the meaning of the will. The Dis- 
trict Court gave judgment for de- 
fendants. 


HELD: Affirmed. The persons entitled 
to the Hadel half are the persons desig- 
nated by the will to take the Potts half 
of the estate on the death of Cornelia 
Ross Potts and no rule of law prevents 
this intention of the testatrix from being 
carried out. The will itself implies no 
intent that persons adopted by a life 
tenant shall be entitled to take the re- 
mainder as a “child or descendent.” “It 
is the will that is here being construed 
and not the statute.” 


WILLs — Construction — Trust Re- 
mainderman Entitled to Propor- 
tionate Accretion to Principal 


New Jersey—Supreme Court 
Busch v. Plews, 96 A. (2d) 761. 


Testator bequeathed $250,000 to testa- 
mentary trust providing for income 
therefrom for life to his wife. Testa- 
mentary power of appointment over 
$150,000 was given to his wife with re- 
maining $100,000 passing to his resi- 
duary legatees free of power. Wife’s 
will made‘specific bequests, and balance 
of principal over which she possessed 
power of appointment passed to plain- 
tiff. 


At wife’s death, principal was substan- 
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tially increased. In suit for construction 
of testator’s will, plaintiff contended she 
was entitled to 3/5 of principal, 2/5 pass- 
ing to residuary legatees. Residuary 
legatees argued that power of appoint- 
ment was limited to $150,000, balance of 
principal passing to residue. 


HELD: Plaintiff’s construction sus- 
tained. Though original bequest to trust 
was general legacy, once trust is cre- 
ated, it has nature of specific legacy. 
Thus, all accretions to principal belong 
to beneficiaries as their interests may 
appear. Moreover, construction was sus- 
tained on basis of testator’s intention. 


WILLs — Probate — Being Under 
Conservatorship Is Not Prima 
Facie Evidence of Incapacity 


Massachusetts—Supreme Judicial Court 
Clifford v. Taylor, 1953 A.S. 435; 329 Mass. 


(Rescript Opinion) 

At the trial of jury issues it appeared 
that a conservator had been appointed for 
the testator about a year before his 
death, when he was 90 years old. The con- 
testant asked for instructions to the 
jury that the fact that the testator was 
under conservatorship at the time of 
making the will was “prima facie evi- 
dence of incapacity to make a will, but 
not conclusive.” The judge refused to 
give the instruction. 


HELD: The judge was right in so re- 
fusing. 


WILLs — Probate — Jury Instruction 
Improperly Omitted Testator’s 
Ability to Know Natural Objects of 
Bounty 


Colorado—Supreme Court 
Cunningham v. Stender, 255 P. (2d) 977. 


The will gave the decedent’s estate to 
a nephew, sisters and brothers to the 
exclusion of the decedent’s son and sole 
heir-at-law. The will was presented for 
probate by a nephew who had also been 
appointed administrator of the estate. 
Caveat was filed by the son and sole 
heir on the grounds of lack of testa- 
mentary capacity. 


The will was admitted to probate and 
the decision was appealed by the caveator 
on the grounds of an improper instruc- 
tion to the jury on mental capacity 
which did not include as one of the ele- 
ments of mental capacity the ability of 
the testatrix to know and understand the 
natural objects of her bounty. In the 
appeal the proponent was described as 
the administrator of the estate. 


HELD: Reversed. Any instruction 
which fails to include as an element of 
mental capacity of the testatrix her 
ability to know the persons who are the 
natural objects of her bounty is an in- 
sufficient instruction. 


As the proponent was an heir as well 
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as administrator of the estate, the 
words “as administrator of the estate” 
are superfluous and can be stricken out 
so that the appeal shows to be by an 
heir at law as such and not as the ad- 
ministrator. 


WILLs — Probate — Date in Holo- 
graphic Document Need Not Be 
Accurate 

California—D. C. of App. 
Estate of Moody, 118 A.C.A. 344 (June 2, 

1953). 

Moody wrote out a will on two sheets 
of paper. On one side was an incomplete 
date “Nov. 21 Thanksgiving Day” (year 
not specified). On the other side was 
“Dec. 3, 1951.” Testator signed the will. 


It was shown that Nov. 21, 1951, wa 
not Thanksgiving Day. It was argue 
that the partial date and the Decembe 
date show two different dispositio 
made on different dates. The Decembe 
date was not at the end but near t 
middle of the will. 


HELD: Will upheld. The requiremenf 
as to date does not mean that the date 
must be correct. It needs to be only @ 
complete date or an abbreviation whigh 
is recognizable as such, for example 
11/21/51. The position of the date js 
immaterial. The two papers represented 
the aggregate of testator’s testamenta 
intentions and are to be considered as a 
whole. 
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